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Great Britain is sending a trade mis- 
sion to China to help speed the revival 
of commerce between the two countries. 
Included in the delegation are repre- 
sentatives of the chemical, electrical 
equipment, nonferrous metals, grain, tex- 
tile and machinery industries. The dele- 
gation is not empowered to take orders 
or to offer credits. However, it is expected 
to furnish both British and Chinese in- 
dustrialists an accurate analysis of trade 
prospects. 
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Rich deposits of uranium, one of the 
important sources of atomic energy, 
have been discovered in France. The 
new deposits are spread over a wide 
area in the region of Limoges. Engineers 
indicate that the ore can be mined easily, 
because the deposits are located at 
depths of less than 10 feet. 
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A coal field, believed by geologists to 
be one of the biggest in Russia, has been 
discovered in the Chelvabinsk area. Es- 
timates indicate many millions of tons 
of coal in the field, which extends three 
miles under Lake Kamyshnaye. Engi- 
neers already have begun to drain the 
lake to permit exploitation of the dis- 
covery. 
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During the first six months of 1946, 
the Export-Import Bank extended credits 
totaling $1,157,000,000 to governments 
and private industries abroad. Of the 
credit, 967 million dollars -will be used 
to purchase U.S. industrial equipment 
and services, 93 million for cotton, 72 
million for railway equipment and loco- 
motives, nearly 10 million for electrical 
equipment, 8 million for aviation equip- 
ment and about 7 million- for cargo 
ships. Purchasers in Europe borrowed 
950 million dollars, while $15,250,000 
was lent to Latin America and $191.,- 
790,000 to Asia. 
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Great Britain has used the first 300 
million dollars of its loan from the 
United States. The credits were used to 
purchase goods similar to those that the 
British received from the U.S. during 
the war years. These include cotton, 
motion-picture films, wheat, dried eggs 
and other food items. 
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Panama has signed an agreement giv- 
ing the Sinclair Oil Company exclusive 
rights for oil explorations in large parts 
of the country. Under the contract, the 
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company pays $25,000 annually for three 
years, plus 15 cents a hectare for the 
first 50,000 hectares exploited and 10 
cents for each hectare thereafter. In 
addition, 16% per cent of the gross pro- 
duction and 25 per cent of the profits on 
the company’s operations in the country 
will go to Panama. 
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Australia is rationing gasoline at the 
request of Great Britain to save the lat- 
ters dollar resources. Because of the 
short haul for tankers, Australia has 
been getting most of her gasoline from 
the sterling area of the Persian Gulf, 
while the British have obtained gasoline 
from the dollar area of Venezuela. Aus- 
tralia now has restricted use of gasoline 
from the Persian Gulf region to allow 
the British to draw the bulk of their 
supplies there and save dollars. 
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Canada’s wheat crop is expected to 
amount to 440,567,000 bushels in 1946, 
or approximately 135 million bushels 
more than last year’s yield. The current 
crop will be the biggest since the record 
556,684,000 bushels in 1942. This year’s 
yield is running about 17 bushels to the 
acre, or one bushel more than the long- 
time average. An estimated 25,900,000 
acres are being harvested. 
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Rubber production in Ceylon and in 
areas formerly occupied by the Japanese 
in the Far East will total about 600,000 
long tons in 1946 and 950,000 tons in 
1947. This compares with a potential 
capacity of 1,650,000 long tons a year. 
Production in Siam, Malaya, the Nether- 
lands Indies, Indochina and Borneo is 
being delayed by uncertainties in the 
economic, labor and political situations. 
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Holland is buying woodworking ma- 
chinery from the United States and other 
equipment from Great Britain and Swit- 
zerland to establish a pencil manufactur- 
ing industry, which the Dutch hope will 
take the place of those of Germany and 
Japan. 
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The capital of Brazil is to be moved 
to a more central point in the interior, 
according to a mandatory clause in the 
new Constitution. The President ’ will 
name a commission of engineers to Ge- 
termine the location. The present Fed- 
eral District, mostly occupied by the city 
of Rio de Janeiro, will become a new 
State named Guanabara. 
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Reproduced here is the gigantic headline with which Folha Carioca 
of Rio de Janeiro informed Brazilians there was terrific inflation in 
Brazil. As proof, they published an International News Service dispatch 
which, in turn, quoted World Report as authority. We must admit it 
seems a strange and roundabout way for Brazilians to get the 
information on inflation in their 
own country and what it means 
in world affairs. Other daily 
newspapers in a number of 
Latin-American countries also 
have republished a considerable 
number of World Report dis- 
patches, but this one won some 
kind of a prize for the size of 
the headline. 
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World Report readers had 
advance information of the dif- 
ficulties the British would en- 
counter in working out new 
commercial arrangements with 
Argentina. In our July 4 issue, we had an exclusive dispatch on the 
situation, pointing out the troubles the British would have but predict- 
ing that a last-minute settlement would be reached. As things worked 
out, and as the official announcements show, an agreement was reached 
along the lines we reported. We give you some of the details, of prime 
interest to everyone interested in world trade, on page 16. 
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Many of the world’s problems today can be traced back to specific 
decisions made by the Allies during the active fighting in World War 
II. How did the Russians secure the strong position they now have in 
Eastern Europe? Why did China receive such limited help in her long 
struggle against the invading Japanese? Many of the answers to these 
questions and others now in the public mind become apparent when 
you study the underlying political factors that motivated the Allies’ 
wartime decisions. 

We have made an analytical survey of the political strategy of the 
war that helps clarify some of the things that are going on now and 
making headlines—what effect the decision to invade Europe across 
the Channel rather than through the Balkans has had on world af- 
fairs; what effect our defensive war against Japan, rather than an all- 
out offensive, has had on Far Eastern affairs. You'll find the answers 
to these and other questions on page 26. 


The Editors of “World Report” 











Here's a Handy Way To Subscribe! 


WORLD REPORT 
1253 24th $t., N.W., Washington 7, D. C. 


Please enter my subscription to World Report for one year and send bill 
to me. (U.S., its Possessions, Central and South America, $4; Canada & 
Other Countries, $5.) 


Name 





Address 








“) oteg? 
City 














2 ¢ WORLD REPORT 


WORLD REPORT 


Reg. Appd. for U. S. Pat. Off. 
Published Weekly 
at 24th & N Sts., Washington 7, D.C. 
Bboy [abet 8te...ccceccsscsccccecessee semiavionieesdl Executive Editor 
Russell Willson Associate Editor 
Howard Flieger....................0000+e00---.. General News Editor 








Charles Foltz, Jr Europ kditor 
Charles H. Kline Far Eastern Editor 
Clark H. Galloway Pan American Editor 
John R. Fleming U. S. Editor 
William H. Riebold News-Desk Editor 


CHIEFS OF BUREAUS 
London Edwin J. Drechsel 
Berlin Thomas Hawkins 
Rome John W. Mowinckel 
Tokyo Joseph Fromm 
Nanking Frank Rounds, Jr. 
Buenos Aires. Bernard S. Redmont 
Singapore... ..Frank Hewlett 


NEWS STAFF 
George Bookman, F. K. Dashiell, Luther A. Dawsor, 
Hayucn Estey, ssarvey 3. avsu, William A. ninney, 
Lyman B. Kirkpatrick, Rooert Aleiman, William 41. 
Lowe :homas R. Nickels. Frank V. Norall. Timothy 
Pfeiffer, Nicholas Radford, Ben A. Thirkield, 
VMelMege arimDic. 
New York: Paul Wont, oan rrancisco: Miller Holland. 
ECONOMIC STAFF 
Charles Schwarz, Kurt S. Lachmann, Perry K. Sellon 
ART DEPARTMENT 
Abril Lamarque, Art Director 
Jos. A. Taddeo C. Miller McLaughlin Ernest Beavin 
ADVERTISING DEPAR:iMENi 
Edward H. O'Mara Advertising Manager 
30 Rockefeller Plaza, New York 20, N.Y. .<1. wircle 6-. 
Frank B. Keogh Western Manager 
180 N. Michigan Ave., Chicago 1, Ill. Tel. Randolph 540u 
PRODUCTION OFFICE 
Ralph M. Francisco Manager 
350 Dennison Avenue, Dayton 1, Ohio. Tel. Hemlock 7611 















































Published weekly at Washington, D. C. by United States 
News Publishing Corporation, David Lawrence, Presi- 
dent; Daniel W. Ashley, Director of Advertising; Norman 

Mick, Associate Director of Advertising. Business De- 
partment: Anthony R. Gould, Business Manager; W. W. 
Spurgeon, Circulation Manager; W. F. McArdie, Produc- 
tion Director. Editorial and Executive Offices, The United 
States News Building, 24th and N Streets, Washington 7, 
D.C. Subscription rates delivered prepaid to U. S., its 
possessions, and Central & South America, $4 for one 
year, $5 for 18 months, $6 for two years, $8 for three 
years (Canada and other foreign countries additional 
postage $1 a year). Entered as second-class matter at the 
post office, Washington, D. C. Copyright 1946 by United 
States News Publishing Corporation. Rights reserved 
under Pan American Copyright Convention and Inter- 
national Copyright Convention. 


The cover and entire contents of World Report are fully 
protected by copyrights in the United States and in for- 
eign countries and must not be reproduced in any man- 
ner without written permission. 


All communications relating to news or editorial matters 
or subscriptions should .be addressed to the Executive 
offices, 24th and N Streets, N. W., Washington 7, D. C. 
Tel. District 2900. 


CONTENTS 


World Newspoints 
Worldgram 
World Dispatch: 

U.S. Policy Abroad Still Questioned 

Germans Are Cool to Communism 

3 Allies Continue Military Teamwork 

Coal Famine Cripples Europe 

New Defense Sought for Panama 

Russia Puts Squeeze on Romania’s Oil 

Jam in Shipping Checks Trade 

How British Pact Aids Argentina 

Labor Unity Spurs French Recovery 

U.S. Code for Free Commerce 

Britain Wins Markets in Far East... 

Overtime Ban Delays British Printing 
Worldgraph: 

Soviet vs. U.S. Labor Output. 
Report on Strategy of the War 
Photo Report: The Arab League 
World Personalities.... 
Life Around the World 
World Finance 
World Food . 
World Commerce and Industry 
World Texts 
Intercepts 


COVER: President Eugene Meyer; see World Finance, 
page 38. (Kodachrome from Harris & Ewing.) 















































i 








i : ; We Aig ME! PR ero ee 

















FROM THE CAPITALS OF THE WORLD | 


Net effect of the flurry over U.S. policy abroad is to be this: 

Truman-Byrnes idea of dealing firmly with Russia will be tested fully. 

U.S. stake in the affairs of Europe and Asia will increase, not contract. 

U.S. will learn, in terms of men and money, the price of world leadership. 

Armed forces, on a scale to back up U.S. diplomacy, will be kept available. 

Goods from U.S., financed in part by dollar lodns, will need to be shared 
with the rest of the world on a large and increasing scale. 

Goods from outside will have to be accepted readily by U.S. in order that 
loans can be repaid; that friendship with U.S. will be profitable. 

It is clear that President Truman, in dropping Henry Wallace, in rejecting 
a change of pace urged by Wallace, is saying that he knows best; that he and 
Secretary Byrnes are confident they can manage U.S. affairs successfully. 
President Truman is deliberately taking on greater responsibility, is putting 
on trial his own judgment and his reliance on Secretary Byrnes. 

You get the international repercussions of the Wallace affair on page 5. 




















In specific terms, as the U.S. line is being expressed..... 

Germany must not be stripped of industry in the West if Russia is to have 
a Single-handed grip on Eastern Germany. 

Trieste must not be given to Yugoslavia under Russian pressure. 

Dardanelles must be left open, free of Russian military bases. 

Turkey must remain an independent nation outside the Russian orbit. 

Iran must not be permitted to drift under Russian control by default. 

In these developing situations, priority is to be given to U.S. influence 
on the future of Germany and Turkey. Statistics now indicate that, despite war 
losses, Germany has a great preponderance of population over her neighbors. 
Nazi steps to boost the birth rate are reinforced by an Allied policy of return- 
ing Germans from the lands they overran. More than ever, the allegiance of 
Germany's 80 million people can determine the future of Europe as a whole. Tur- 
key is in a position to flank Greece and to control the road to the Middle East. 














Behind U.S. policy, now spelled out, there is this reasoning..... 

If Russia wants to get along, she can come to the U.S., not vice versa. 

If Russia doesn't want to deal on U.S. terms, it is to be Russia'’‘s loss. 
Russia is felt to have more to gain than to lose by co-operating with U.S. 
U.S. is determined not to retreat, not to yield to Russian maneuvering. 














However, if Russia does insist on pushing ahead with her expansion..... 

Issue of aggression seems certain to strain United Nations machinery. 

United Nations then may break up and be reorganized. 

Russia would be outside the world organization, going her own way. 

Idea of U.S. officials is that Russia will pull back temporarily if she is 
convinced of firmness of U.S. stand; that Russia will stop short of moves that 
would precipitate a fight for which the Russians are not prepared. 
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In looking at British policy, there is this to watch..... 

Winston Churchill, out of office but still influential, again is thinking 
aloud in terms of a union of Western Europe that might stand up to Russia. You 
get the text of Churchill's speech on this subject on page 46. 

Ernest Bevin, Britain's Foreign Minister, is sympathetic to much closer 
ties among Britain, France, Belgium and the Netherlands. 

Remarkable point is Churchill's suggestion that Germany could win coleader= 
Ship with France of a European union. 

Basic dilemma over Germany is this: If left prostrate or pushed finally 
into a land of farmers, Germany might embrace communism. If revived industri-e 
ally, Germany can again become strong and threaten aggression. 

For an analysis of voting trends in Germany, see page 7. 














There's a modest improvement in Anglo-French relations..... 

Britain is granting France easier terms to pay back her sterling debt. 

settlement of debt owed Britain, the equivalent of 440 million dollars, is 
to be made by France between 1950 and 1961; earlier deadline of 1949 is out. 

French holdings in sterling securities, hitherto frozen as collateral, now 
can be used to pay for current purchases; French gold can be conserved. 

France gains considerable elbowroom to buy British goods far beyond the low 
rate of her shipments to Britain, now worth 100 million dollars annually. 

In the background, Britain and France are studying economic integration on 
a big scale. Planners think the two countries might avoid duplication in indus- 
tries and could exploit jointly modern methods of manufacturing. The idea of a 
Givision of labor between Great Britain and France is being canvassed in a pre- 
liminary way. 














Beneath the troubled situation in Palestine..... 

Idea of a compromise between Jews and Arabs is gaining headway. 

That, at least, is the present outlook. It can be a turn of considerably 
more importance than the details of peace in the Holy Land. 

Not that anybody knows just what form a settlement might take. Apparently 
nobody in high authority in London does know. It's just that both sides, not 
to mention Britain in the middle, now feel they might do better to patch up a 
truce, to smooth things over without a row before the U.N. 

Arab case in Palestine could be presented to the U.N. by Arab members. 

Jewish side might have to be argued indirectly because Jews lack a seat. 

Bargaining power enjoyed by Arabs is being built up by Arab overtures to 
many Latin-American nations; Latin votes are decisive in the U.N. Assembly. 

The urge for a showdown in the U.N. seems to be werring off, to be giving 
way to a disposition to settle matters outside the world organization. 

















To show the drift going on in India..... 

U.S. shipping strike is reducing seriously the amount of cereals that India 
can expect to receive in time to head off a threatened famine in November. 

Only a tenth of cereals purchased for shipment in September to India from 
the U.S. is expected to go forward in cargo ships. 

Delays are holding up grain bought for export from Argentina and Java. 

NewCabinet, entirely of Indians, operating under Britain's Viceroy, feels 
it necessary to make an appeal to Russia for shipments of food. 

Plan sponsored by Jawaharlal Nehru, Hindu leader of the Indian Cabinet, is 
to ask Russia to ship grain across Iran, then down the Persian Gulf. 

Russian response is likely to be to invite a mission of Indians to visit 
Moscow, to establish an official contact between India and Russia. 

British policy is to make renewed efforts to get more rice for India from 
Siam, to render unnecessary any appeal by Indians directly to Moscow. As Brit- 
ain sees it, Russian relief for India would intensify Indian nationalism, would 
embarrass Britain in Burma, Malaya and in Hong Kong. 
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OUSTING WALLACE STILL LEAVES | 
DEBATE ON U. S. POLICY ABROAD 


Former Commerce Secretary now is free 
to continue attacks on Byrnes’s program, 
thus raising doubts over American unity 


Rep 


orted 


from 


WASHINGTON and PARIS 


A question about the international 
policy of the United States has been 
raised and answered, but not erased. 

This is the upshot of the attack 
on the U.S. attitude toward Russia and 
Britain by Henry A. Wallace, the sub- 
sequent action by President Truman in 
requesting Wallace’s resignation as Sec- 
retary of Commerce, and the reaffirma- 
tion by the President of the program 
being pursued by the U.S. Secretary of 
State, James F. Byrnes. 

The question asked by the world 
when Truman allowed Wallace to voice 
his criticism was whether the President 
was about to change U.S. policies in 
Paris, Moscow and London. The Presi- 
dent now has answered this question, 
but not silenced it. It continues to exist 


a 
“ 


because Wallace has opened debate in- 
side the U.S. on the subject and has 
planted doubts about the stability of 
America’s course in the minds of diplo- 
mats abroad. 

At Paris, where the Peace Conference 
has buzzed with backstage speculation 
on the consequences of the American 
controversy, the view is that President 
Truman has reduced but not wholly 
disposed of: the uncertainty over U.S. 
intentions. Thomas Hawkins, staff cor- 
respondent for World Report, sizes up 
the situation as diplomats in Paris see it: 

“The removal of Wallace,” Hawkins 
cables, “eases the situation for the mo- 
ment, but in the long run may only 
intensify it. There is considerable feeling 
here that Truman has not yet cleared up 


the underlying uncertainty. It is recog- 
nized that ‘perhaps he cannot clear it 
up, since U.S. domestic politics enter 
into it so strongly. Truman’s statement, 
it is noted, is partly a general declaration 
on the U. S. stand in international affairs 
and partly a reference to an immediate, 
critical situation. 

“I have reason to believe that Secre- 
tary Byrnes’s greatest tasks lie ahead: 
to prove that his attitude toward Russia 
is correct and to demonstrate that he 
can get results. The task of Byrnes is to 
be more difficult, observers here think, 
because Wallace is now free as a critic 
to propagandize for his ideas on dealing 
with Russia and writing a peace.” 

@ Debate inside the U.S. over Amer- 
ica’s position abroad is assured. Strong 
feeling, for and against both Wallace 
and his ideas, already has been expressed 
by the press, by members of Congress, 
labor leaders, business representatives, 
church groups, and by assorted spokes- 
men for liberal, conservative and radical 
organizations. The subject around which 
the debate is likely to revolve, the prob- 
lem of keeping America out of war, is 


BIG FOUR FOREIGN MINISTERS AROUND THE PEACE CONFERENCE TABLE 
Soviet delegates, who had become convinced of a firm American policy, suddenly saw it waver 
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BYRNES, TRUMAN AND WALLACE REACH A PARTING OF THE WAYS 
The President and the State Department will see that no further challenges arise 


guaranteed to concern everybody. The 
dramatic nature of the Wallace exit from 
the Cabinet has created automatically a 
large audience for his ideas. 

For his part, Wallace has made it clear 
that he intends to do what he can to 
assure a full and open debate throughout 
America. In a radio broadcast on the 
night of his resignation, Wallace said 
he intended to carry on his fight. Exactly 
how and when he will launch his crusade, 
however, remains to be determined. 

As things stand, U.S. international 
policy already has become a factor in 
the political campaign in America. Wal- 
lace himself, in the speech that led to 
his resignation, appealed to New Yorkers 
to vote against Gov. Thomas E. Dewey 
for re-election, on the ground that Dewey 
favored too close a tie with Britain. 
Supporters of Wallace in left-wing or- 
ganizations, including the Communist 
Party, have echoed the complaint against 
Dewey and put Truman and Byrnes in 
the same company. 

The Truman Administration, on the 
other hand, having achieved bipartisan 
support of American actions abroad for 
the first time in many years, will do what 
it can to keep international affairs out 
of the political campaign in the U.S. 
President Truman wishes no defections 
from the present bipartisan support in 
the U.S. Senate. For the problem con- 
fronting Truman, as it confronted Wood- 
row Wilson after World War I, is to 
line up a two-thirds majority of Sena- 
tors in favor of whatever peace treaties 
Secretary of State Byrnes brings back 
from Paris. 

@ Doubt as to the Truman Administra- 
tion’s ability to maintain undivided sup- 
port for its international policies, how- 
ever, already has been planted in the 
minds of diplomats abroad by the con- 
troversy over Wallace. Uncertainty .as 
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to American intentions will increase 
when and as debate inside the U.S. 
grows. 

The preliminary debate so far has been 
greeted with satisfaction in Moscow and 
with dismay in London. Soviet diplo- 
mats, who gradually had become con- 
vinced that the American policy was 
firm, suddenly saw it waver. The Mos- 
cow radio and press, and to some extent 
the bargaining of Soviet Foreign Min- 
ister Molotov at Paris, reflected Russian 
hopes that the U. S. attitude toward Rus- 
sia might soften. British diplomats, on 
the contrary, feared that the uncertainty 
in Washington might indicate the be- 
ginning of a split in Anglo-American 
relations. 

What diplomats everywhere wonder 
about is whether the uncertainties that 
followed World War I are to be revived. 
Bipartisan support for the U.S. program 
had quieted those concerns until last 
week. But now the possibility again is 
present that the U.S. program might 
change. When or how much, nobody 
can say. 

@ President Truman addressed himself 
directly to the doubts of the diplomats 
in his statement asking for Secretary 
Wallace’s resignation. Said the President: 

“The foreign policy of this country is 
the most important question confronting 
us today. Our responsibility for obtain- 
ing a just and lasting peace extends not 
only to the people of this country but 
to the nations of the world. 

“The people of the United States may 
disagree freely and publicly on any 
question, including that of foreign policy, 
but the Government of the United States 
must stand as a unit in its relations with 
the rest of the world. 

“I have today asked Mr. Wallace to 
resign from the Cabinet. It had become 
clear that between his views on foreign 





policy and those of the Administration 
—the latter being shared, I am confident, 
by the great body of our citizens—there 
was a fundamental conflict. We could 
not permit this conflict to jeopardize our 
position in relation to other countries. 
I deeply regret the breaking of a Jong 
and pleasant official association, but I 
am sure that Mr. Wallace will be happier 
in the exercise of his right to present 
his views as a private citizen. I am con- 
firmed in this belief by a very friendly 
conversation I had with Mr. Wallace on 
the telephone this morning. 

“Our foreign policy as established by 
the Congress, the President and the 
Secretary of State remains in full force 
and effect without change. No change 
in our foreign policy is contemplated. 
No member of the Executive Branch of 
the Government will make any public 
statement as to foreign policy which is 
in conflict with our established foreign 
policy. Any public statement on foreign 
policy shall be cleared with the Depart- 
ment of State. In case of disagreement, 
the matter will be referred to me. 

“As I have frequently said, I have 
complete confidence in Mr. Byrnes and 
his delegation now representing this 
country at the Paris Peace Conference. 
Mr. Byrnes consults with me often and 
the policies which guide him and his 
delegation have my full endorsement.” 
@ The world thus is put on notice by 
President Truman that there is a funda- 
mental conflict over America’s interna- 
tional policy between the Administration 
and those who think as Henry Wallace 
does. The overwhelming majority in the 
U.S., Truman believes, is with the Ad- 
ministration. So far as the Executive 
Branch of the Government is concerned, 
the President and the State Department 
will see to it that no further challenges 
arise. 
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GERMANS ARE COOL 
TOWARD COMMUNISM 


Elections show conservative trend 
throughout the country, with a large 
anti-Communist vote in Russian zone 


Reported from 
BERLIN 


Communism is making little head- 
way toward winning over the German 
people. Election results now available 
from all parts of the country reveal a 
strong conservative trend throughout 
Germany. 

Anti-Marxist parties are showing 
substantial strength even in the Soviet 
zone. Communists there have been able 
to win only with the aid of firm support 
from the Russian occupation government 
and after absorbing their principal rival, 
the Socialist Party. In the Western zones, 
Communists have received less than 7 
per cent of the popular vote. 

The one party with substantial strength 
in all four occupation zones is the Chris- 
tian Democrats, conservative and anti- 
Marxist. The Christian Democrats led 
in the U. S. and French zones, came close 
to winning in the British zone and were 
strong even in the Russian zone. 

This is what the German elections 
show: 

q@ U.S. zone. Communists got only 7 
per cent of the popular vote in the elec- 
tions for State legislatures. A massive 
plurality went to the Christian Dem- 
ocratic Union. Catholic Bavaria, now the 
largest State in Germany, gave the Chris- 
tian Democrats a majority. Another anti- 
Communist party, the Social Democrats, 
got one third of the votes. The Social 
Democrats are left of center and have 
roughly the same point of view as the 
British Labor Party. 

@ British zone. Here communism was 
rejected decisively. The real battle was 
fought between the conservative Chris- 
tian Democrats and the leftist Social 


Democrats. The Communists trailed all 


other groups, with only 1 per cent of 
the popular votes. Some observers had 
nredicted a Communist vote of 20 per 
cent because of the party's presumed 
strength in the industrial Ruhr. 
Elections in the British zone are in- 
dicative, but not conclusive. Only towns 


of less than 20,000 population have 
voted. Communist strength is expected 
to be shown more clearly when the 
larger cities vote in October. British oc- 
cupation authorities have more or less 
openly favored the Social Democrat 
Party as a bulwark against communism. 
@ French zone. The predominantly 
Catholic population voted heavily in 
favor of conservatism. The Christian So- 
cialists, corresponding to the Christian 
Democrats of other zones, scored a clear 
majority. The Socialists took second 
place, independents third and the Com- 
munists trailed far behind. 

@ Russian zone. Biggest surprise in the 
elections in Eastern Germany was the 
large anti-Communist vote. As everyone 
had_ predicted, the Communist-domi- 
nated Socialist Unity Party (SED) won 
handily. The significant thing is that 
there is substantial opposition. In Land 
Saxony, where voting was heaviest, the 
two opposition parties together got 40 
per cent of the vote and SED won a 
bare majority. In other States of the 
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MARXIST FOLLOWERS RALLY IN DRESDEN 


Russian zone, opposition to SED is 
strong, but less successful. Opposition in 
the Russian zone comes from the Chris- 
tian Democrats and the Liberal Dem- 
ocrats, both anti-Marxist. The Socialists, 
previously a leading party, have been 
joined with the Communists to form the 
SED. 

The substantial showing made by the 
Christian Democrats and Liberal Dem- 
ocrats was achieved despite opposition 
from the Soviet authorities. Although 
elections were free, the opposition parties 
claim that Soviet officials discriminated 
against them in authorizing campaign 
facilities. 

The Christian Democrats have pro- 
tested that the anti-Marxist parties were 
allowed to present candidates in only 
about a third of the communities and 
that voters elsewhere had no choice but 
the SED candidate. In the States of 
Mecklenburg and Brandenburg, Chris- 
tian Democrats said they were able to 
reach little more than half the voters 
because of official interference. 

How the Germans behind the “Iron 

Curtain” would vote if they were free 
cannot be ascertained precisely. Election 
results indicate no very large number 
of them are being attracted voluntarily 
to communism. 
@ For all Germany, election results so 
far represent only a sample of public 
opinion. Except in the U. S. zone, voting 
has been at the municipal level, where 
local personalities and local issues prob- 
ably count for as much as party prin- 
ciples. In coming months, elections at 
higher levels are to give a fuller picture 
of the direction of German opinion. 
Evidence up to now indicates the Ger- 
mans will not be brought easily into the 
Communist camp. 
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Communism was rejected in the other three occupation zones 
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CANADA, BRITAIN AND U. S. CARRY 
MILITARY TEAMWORK INTO PEACE 


Collaboration of armed services of 
the three countries is continuing in 
preparation for U.N. security system 


Reported 


from LONDON 


OTTAWA and WASHINGTON 


The armed services of the United 
States, Britain and Canada still are in 
close touch with one another, a year 
after war's end, as a necessary prelim- 
inary to joining with other countries in 
a United Nations security force. 

Now that the policy of each is 
based on the United Nations, the mili- 
tary establishments of the three gov- 
ernments are maintaining during this 
waiting period a relationship that can 
be transferred to the police force of the 
U. N. when the time comes. 

The Military Staff Committee of 
the U.N. has made little progress in 
organizing the security force called for 
in the Charter of the world organization. 
The three English-speaking nations, how- 
ever, are not allowing the military col- 
laboration that developed during the war 
to lapse while they continue to press for 
a world solution to the problem’ of 
security. 

Russian commentators, and even some 
Americans, are saying that the co-opera- 
tion adds up to a military bloc approach- 
ing an actual alliance. The facts, however, 
show a different picture. 

The U.S., in problems of defense, is 
more closely associated with Great Brit- 
ain, and particularly with Canada, than 
with other countries. This is a natural 
situation and one of long standing. But 
talk of a military alliance—even of a 
“fraternal association” as called for last 
March by Winston Churchill—is, to say 
the least, premature. 

This is what is actually going on: 

@ Personal contact. The visit to the 
U.S. by Field Marshal Viscount Mont- 
gomery, Chief of the Imperial General 
Staff, was about 80 per cent social, 20 
per cent business. During the time Mont- 
gomery spent with his old comrade in 
arms, General of the Army Dwight D. 
Eisenhower, the U. S. Chief of Staff, they 
naturally discussed their common prob- 
lems. When Eisenhower goes to England 
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next month, these talks will be continued. 
Montgomery's survey of U. S. staff col- 
leges, added to wartime experiences, may 
result in the adoption by the British of the 
essentials of the staff system of the U. S. 
Army. This already has been done in the 
British Army of the Rhine and may be 
extended to the entire military establish- 
ment. Such a change certainly would 
facilitate co-operation between the two 
armies. Military men of the two countries 
at least would be using the same vocabu- 
lary. Joint planning would be easier. 
@ Combined Chiefs. The top British- 
American planning unit of wartime, the 





“MONTY” AND “IKE” HOLD A REUNION 





Combined Chiefs of Staff, still exists 
in Washington, meets periodically and 
could resume actual functioning at any 
time. 

Field Marshal Lord Wilson, senior 
British member in Washington, and his 
Navy and Air Force colleagues still ex- 
change views with their opposite numbers 
in the U.S. 

In part, this is due to the fact that 
technically, a state of war still exists. 
Peace has not yet been declared. Also, in 
the Mediterranean, British and American 
troops and naval vessels are under an 
Allied command. In Japan, General of the 
Army Douglas MacArthur has jurisdic- 
tion over units of the Royal Navy and 
Imperial troops. But beyond that, the 
Combined Chiefs also examine current 
problems that have military implications, 
such as Marshal Tito’s actions in Yugo- 
slavia and the Russian demands for con- 
trol of the Dardanelles. 

The U.S., Britain and Canada still 


—Acme 


Imperial General Staff Chief’s visit was 80 per cent social 





—e FH 


~~, ae ~* 


_* a mn A ee — hts «86S 





UMI 


exchange military information of mutual 
interest to the three countries. 

@ Training. More British and Canadian 
officers are attending staff schools in the 
U.S. than ever before. More Americans 
are attending military schools in Britain 
and Canada than in previous years. This 
interchange started during the war but is 
being expanded. The numbers involved 
still are small—in the dozens—but each 
of the three armies sees great advantage 
in having high officials intimately familiar 
with the tactical doctrines and military 
thinking of the other two. 

Whether the enlisted soldiers also will 
receive standardized training is another 
question. Basically, all get the same train- 
ing. Indoctrination differs only as the 
weapons differ. As long as the British 
Tommy and the American G.I. use 
different riflles, trucks and drill manuals, 
training cannot be standardized much 
more than it is now. 

@ Weapons. With minor exceptions, 
British and U. S. forces now are far from 
standardization of armaments. There 
probably is more similarity between Rus- 
sian and U.S. equipment than between 
U.S. and British. Canadian material is 
almost exclusively British in design. Bolts, 
wiring, radio tubes, rifles, artillery, ma- 
chine parts—even tires—used by the three 
armies are not interchangeable. The 
respective air forces use different aircraft. 
The three navies design and equip their 
ships according to different standards. 
Nevertheless, close co-ordination between 
large units of British and U. S. forces was 
successful on the battlefield and at sea. 





This co-ordination could not, however, 
extend to the actual mixing of British and 
U.S. or Canadian and U.S., troops in 
small units, such as divisions, regiments 
or companies. 

British and American factories are 
tooled to produce entirely different types 
of machinery. Standardization would 
involve rebuilding war industries from 
the ground up. Military experts be- 
lieve this is not likely to happen in the 
near future. 

What may happen is further inter- 
change of specific weapons. The Ameri- 
cans, for instance, admire the British 
25-pound gun and may manufacture it 
themselves. The British admire some 
American amphibious weapons and may 
adapt them to British manufacture. Any 
complete standardization of equipment, 
however, is not in the cards. 

q) Atomic warfare. Even the secret of 
how to make an atomic bomb is known 
to the British and Canadians. Though full 
information has never been communicated 
to them in so many words, many British 
and Canadian scientists worked at every 
stage of the bomb’s manufacture. By 
pooling their information, they probably 
could manufacture a bomb in Canada, 
but not in Britain. 

q@ Arctic defense. Co-operation between 
the U. S. and Canada has been extremely 
close, particularly in planning the defense 
of the Arctic regions. American observers 
went along on Operation Musk Ox, a 
Canadian exercise that tested vehicles and 
clothing in the polar regions. Canada is 
to get the benefit of U.S. experience 





OPERATION MUSK OX IN THE ARCTIC REGIONS 
American observers attended Canadian maneuvers to test vehicles and clothing in the polar area 


gained in Operations Frigid, Williwaw 
and Frost, three tests of men, equip- 
ment and tactics in the Far North. 


The Canadian Army now is operating - 


the Dominion section of the Alcan 
Highway. 

A bill requested of Congress by Presi- 
dent Truman, but not yet passed, would 
permit the U. S. to transfer equipment of 
all types to Canada and Latin-Ameri- 
can countries. 

The U.S.-Canadian Permanent Joint 

Defense Board, created in 1940, meets 
regularly. Canada still maintains Army, 
Navy, and Air Force missions in Wash- 
ington. 
@ Military alliance in the full sense 
of the word can only be made by the 
heads of the governments concerned and 
is not now likely in view of the existence 
of the United Nations. In the U.S.. 
congressional approval would be needed, 
and opposition to such a proposal is cer- 
tain. 

In the absence of an alliance, and while 
waiting for the U. N. force to materialize, 
the armed services of the U.S., Britain 
and Canada continue to maintain close 
contact. Military men believe it important 
to plan for all possible eventualities, in- 
cluding the day when the three nations 
might have to fight again as allies. They 
think it is only common sense to keep in 
touch. 

Meanwhile, all three governments are 
doing their utmost to bring about military 
co-operation of all countries, as contem- 
plated by the Charter of the United 
Nations, 
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FAMINE IN COAL IS RETARDING 
ECONOMIC RECOVERY OF EUROPE 


Industry given priority in allotment, 
but despite large imports from abroad 
Continent is 22 per cent short of needs 


Reported from LONDON, 
ESSEN and WASHINGTON 


Coal is to replace food as the 
No. 1 problem for the people of Europe 
when winter comes. 

Although production generally is 
far better than it was a year ago, Eu- 
rope’s mines still are turning out only a 
fraction of the coal they did before the 
war. Industrial recovery, transportation, 
housing, everything Europe needs for 
revival is slow-paced for want of coal. 

Emphasis everywhere is on coal for in- 

dustry. The comforts of the people are 
pushed into secondary position. As a 
result, more wheels will be turning next 
winter than last, but millions of homes 
still will be cold. City transportation will 
be hampered and awkard. Unemployment 
is a growing possibility. 
@ Europe’s coal famine is shown in the 
accompanying chart. Although mine pro- 
duction for all of Europe, excluding Rus- 
sia, has made substantial progress, the 
output for 1946 will be equivalent to 
about 278 million tons of hard coal, com- 
pared with 439 million tons before the 
war. Progress toward closing that gap will 
be complicated by a number of factors. 

War destruction of pits in the Ruhr 
put out of operation mines with an annual 
production of 57 million tons. Germany, 
which formerly exported 31 million tons 
a year, will be able to ship out no more 
than 13 million tons this year. 

Transportation losses due to the war 
have reduced mine operations in Poland, 
Germany and Holland. 

Faulty equipment, worn out during 
the war years, cannot be replaced fast 
enough to get the mines going at full tilt. 
The main German workshops are closed 
down. Steel and machinery production in 
other European countries lags far behind 
needs. Britain alone needs 600 million 
dollars worth of mechanical cutters and 
conveyors. 6 

Skilled labor is a critical shortage 
everywhere. Many prewar miners have 
shifted to easier trades and now cannot be 
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returned to the mines. Employment in the 
mines is down 9 per cent in Britain and 
27 per cent in Western Germany. France, 
Belgium and Poland are using German 
war prisoners to work their mines. 

Productivity of workers has fallen in 
all Europe. Output per manshift is down 
to 51 per cent of the 1935-38 average in 
the Ruhr, to 52 per cent in the Nether- 
lands, 71 per cent in France, 75 per cent 
in Belgium and 88 per cent in Britain. 

Poor food and shelter are tied directly 
to the problem of getting out more coal. 
When food rations were cut in the Ruhr, 
mine output fell off in exactly the same 
proportion. Lack of consumer goods is 
another damper on production. Miners in 
many countries do not care about earning 
more money, because there is nothing 
they can buy beyond food and shelter, 
and more money doesn’t help them. 

As a result of all these things, it is go- 
ing to take several years to restore Eu- 
rope’s coal output. Strict rationing of the 
available supply, so that industry gets first 
attention, is to be the rule this winter. 
Two countries show the typical situation: 

Belgium is giving preferred treatment 
to industry. Public utilities and services 
are closely rationed, and little coal is to 
be allotted for heating purposes. The steel 
industry and export industries receive 
fairly large supplies, but Belgium still 
cannot expect to mine all the coal the 
country needs. In order to step up pro- 
duction, outside labor is being brought 
into the country. One thousand Italians 
and their families have just been given 
living quarters at the mines. 

In the Netherlands, the same priority 
system is being used. Public services and 
private consumers are strictly rationed. 
Power stations are receiving as much coal 
as possible, but the power they produce 
is supplied in the first place to industrial 
users. If enough coal could be obtained, 
Dutch industry soon would be back to 
70 or 85 per cent of prewar levels. 


@ Coal relief for Europe must come 
from the U. S. and the few other countries 
that have enough coal for export, but even 
those supplies cannot solve all of Europe’s 
fuel problem. Present output on the Con- 
tinent covers 72 per ccnt of the 385 mil- 
lion tons of hard coal needed for mod- 
erate industrial activity. Imports from the 
U.S. and Britain will add 6 per cent to 
the available supply, but even then Eu- 
rope will be 22 per cent short of needs. 
Up to 90 per cent of all power in Europe 
is derived from coal, compared with 55 
per cent in the U. S. 

The U.S., which in prewar years ex- 
ported about 11 milion tons, most of it to 
Canada, now is shipping about 22 million 
tons to the European Continent in addi- 
tion to supplying Canada and Latin Amer- 
ica. Current U. S. exports represent about 
5 per cent of total U. S. output, compared 
with an export share of 3 per cent before 
the war. 

But U.S. coal, worth $7.66 a ton at 
Eastern ports in America, carries a freight 
charge of $12.50 in the ports of Northern 
Europe and $2 more in the Mediter- 
ranean. The tremendous cost of American 
coal makes its use in Europe entirely an 
emergency measure. 

Poland, with the rich Silesian mines 
now under her administration, should be 
able to export 14 million tons of coal this 
year, but 9 million of that will go to 
Russia. Poland now produces about 50 
million tons and, with sufficient equip- 
ment and labor, may reach 100 million 
tons in the future. Russia, which used to 
export about a million tons a year, now 
has to import coal. The rich Donbas mines 
of Russia are producing only half what 
they did before the war. 

Britain, formerly the world’s leading 
exporter of coal, at 46 million tons a year, 
will export no more than 5 or 6 million 
tons in 1946, half of it going to Europe. 
British coal production is down to the 
point where industrial expansion at home 
is facing trouble. Coal consumption at 
present already is eating into stocks. The 
disappearance of British coal exports is 
hitting hardest the Mediterranean coun- 
tries, Scandinavia and France. 

Europe as a whole used to provide 86 
per cent of the world’s coal exports of 154 
million tons a year, while the U. S. 
supplied only 9 per cent. Now, with 
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world exports shrunk to about 63 million 
tons, the U. S. is providing more than half 
and Europe only two fifths. 

The need cannot be met. France re- 
quires 20 to 25 million tons of imported 
coal, Italy about 15 million tons, Scan- 
dinavia 17 million, Ireland and Austria 
3 million each, Switzerland 2 million, and 


the Netherlands, Spain, Portugal and 
Greece about a million each. France now 


is getting only about a third of her prewar 
imports, Scandinavia and Switzerland 


about half and Italv less than a quarter. 


| The solution to Europe's coal crisis 
will be a long time coming and will in- 
volve finding an answer to many compli- 
cated problems. 

Nationalization by itself is not a 
remedy except where it brings about 


better working conditions and higher 





CONSUMPTION AT FULL ACTIVITY 





productivity. Mines have passed from pri- 
vate hands to public control in Germany, 
Poland, Czechoslovakia, France and Yu- 
goslavia. Britain is taking over British 


mines. Short-term measures for coal 
mines, whether publicly or privately 
owned, include more food and goods for 


miners and their families, better housing 
and training, and modern equipment. 

Conversion to substitute other power 
sources for coal, in the long run, will 
bring about greater use of oil, natural 
gas and electricity and lead to the clos- 
ing down of marginal mines. That should 
make it possible for Europe to mechanize 
fully the better mine shafts and thus im- 
prove production. 

Britain, for example, plans to convert 
1,200 locomotives from coal to oil fuels. 
Electrification programs already planned 
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or under way will cut down the use of 
coal for power in the Scandinavian coun- 
tries and in France and Greece. Most 
measures of that type, however, are for 
the future and offer no solution to Eu- 
ropes immediate plight. 

@ Outlook for the coming winter and 
for the next few vears is that the short- 
age of coal that began with the war is 
going to keep homes cold and restrict the 
expansion of industries in Europe. De- 
spite the high price, coal from the U.S. 
will have to be imported into Europe 
for another year at least. The return to 
competitive coal markets on the Conti- 
nent is not expected before three years, 
at the earliest. Recovery of Europe's 
coal industry depends to a great extent on 
the speed with which the vital Ruhr dis- 
trict of Germany is rehabilitated. 
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NEW DEFENSE SOUGHT 
FOR PANAMA CANAL 


Control of 41/2 million square ~ 
miles of land and sea desired 
by the U.S. to protect waterway 


Reported from BALBOA 
and WASHINGTON 


A new defense is being planned 
for the Panama Canal. 

Control over 442 million square 
miles of land and sea now is required 
to protect the 500 square miles of the 
Canal Zone. Present U.S. bases are not 
adequate to defend the vital waterway 
against attack by atomic bombs, rockets 
and guided missiles of great range and 
power. 

The U.S. is arranging with Latin- 
American Republics for the use of bases 
in the immediate vicinity of the Canal 
and on a perimeter more than 1,000 miles 
away. 

Experiences in the war and the strat- 
egy expected in an atomic war of the 
future show what is to be feared and 
what is to be anticipated. The emphasis 
in new planning is on averting surprise 
attack. 

A future enemy will not want to miss 
the chance the Japanese did on Dec. 7, 
1941. If the Panama Canal had been 
raided and damaged at the same time 
Hawaii was, the U.S. would have been 
unable to move its fleet quickly from the 
Atlantic to the Pacific to protect the 
Continent or to support adequately an 
overseas war on two fronts—or even one. 

The defense now being planned by 

the U.S. and other American Republics 
involves three things: 
@ Bases in Panama will be the hub of the 
Canal’s defenses. Since its origin in 1903, 
unarmed Panama has relied on the U. S. 
to defend it. Before the war, U. S. forces 
frequently moved in and out of the Re- 
public. During the war, the U.S., by 
special agreement, occupied more than 
130 bases in Panama. They ranged in 
size from small searchlight and radar 
installations 15 feet square to the 20,000- 
acre air base at Rio Hato. 

All but about 20 of these bases have 
been or are being returned to Panama. 
The U.S. wants to keep most of the 
rest. Negotiations now are under way 
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to determine which bases the U.S. will 
keep and which Panama will maintain. 
Those given back can be reoccupied 
quickly in an emergency. 

In the Canal Zone, a strip five miles 
wide on either side of the Canal, the 
U.S. is improving its defensive installa- 
tions. Radar and new antiaircraft and 
coast defense guns will help covering 
aircraft ward off attacks. 

A canal at sea level, like the Suez, is 

being considered to replace the complex 
system of vulnerable locks and dams now 
in use. A new canal would permit con- 
trol mechanisms under water and allow 
big ships, like the U.S.S. Franklin D. 
Roosevelt, which is three feet wider than 
the locks, to pass through. 
@ Outlying bases on a perimeter about 
1,200 miles from the Canal are to be 
the outposts for intercepting attacks. 
Bases in Bermuda, the Azores and Brazil, 
in the Atlantic, and Hawaii in the Pa- 
cific, are vital to the defense of the 
Canal. But the main defensive circle 
around Panama runs southeast from 
Florida down through the West Indies 
to Trinidad, across Northern South Amer- 
ica to Peru, northwest across the Pacific 
to the Galapagos Islands and northeast 
to Guatemala. : 

In the Atlantic, the U.S. has a natural 
ring of defenses with bases in the Ba- 
hamas,- Cuba, Jamaica, Puerto Rico, 
Antigua, St. Lucia and Trinidad. All 
but two came from Britain in the de- 
stroyer deal of .1940. World War II 
bases in Cuba, Haiti, off the coast of 
Venezuela and in Colombia might be 
sought in an emergency to intensify sea 
and air patrols. 

In the Pacific, there is no chain of 
islands, and the U.S. has no permanent 
bases outside Panama. Sites occupied in 
World War II in Peru, Ecuador, in the 
Ecuadorean Galapagos Islands, 1,000 
miles southwest of the Canal, and on 
the West coast of Central America in 
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Costa Rica, Nicaragua, Salvador and 
Guatemala show what is needed. 

@ Reciprocal rights are to be the third 
basic factor in the new defense of the 
Panama Canal. The U.S. waterway now 
is a military problem for the Hemisphere. 
Co-operation from Venezuela, Colombia, 
Ecuador, Peru and all the countries in 
Central America is essential. 

U. S. military missions have been in 13 
Latin-American countries this year, in- 
cluding those in the Canal defense area, 
instructing in U.S. methods and the use 
of U.S. arms and equipment. About 500 


U.S. officers and men have been in- 


volved in almost 20 U.S. Army missions 
alone, and the number is to increase 
from now on. 

High-ranking American officers like 
General of the Army Dwight D. Eisen- 
hower and Fleet Admiral William F. 
Halsey are to make 15 good-will tours 
through other American Republics this 
year. Spanish and Portuguese editions of 
U.S. field manuals and military journals 
and reviews are distributed free of 
charge. More than 100 Latin-American 
officers are to study at U.S. service 
schools. In all, the program for this 
year is double what it has been in the 
past. 

Under the Act of Chapultepec of 1945, 
the American Republics agreed to con- 
sult one another in matters concerning 
the common defense of the Hemisphere. 
Means of carrying out that agreement 
are to be discussed at a Hemisphere con- 
ference in Rio de Janeiro, but the date 
for that meeting has not been set. 

Until the Rio Conference meets, the 
U.S. is going ahead with defense plans 
for the Panama Canal. 
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RUSSIA SQUEEZING COMPETITORS 
FROM ROMANIA’S OIL FIELDS 


Control of production, distribution and 
prices taken over by Soviet. Heavy 
losses facing U.S., British operators 


Reported from BUCHAREST, 
LONDON, PARIS and NEW YORK 


Russia is tightening her grip on 
Romania’s oil fields, principal source of 
Europe’s liquid fuel. 

So far, diplomatic protests to 
Moscow have succeeded in preserving 
title to Romanian oil properties owned 
by U.S., British, Dutch, French and 
Belgian operators. This now appears to 
be an empty victory, for the Soviet 
Union is in full control of production 
quotas, prices and distribution. 

Non-Russian interests, including those 
of Romanians themselves, are being 
squeezed out. The Russians are making 
ic unprofitable for others to continue 
operations. Should outsiders suspend 
operations, Russia stands ready to take 
over. 

The biggest loser in the end will be 

Romania, because Russia's methods of 
«xtracting crude oil are not designed to 
preserve supply but to meet the immedi- 
ate demands of Russian recovery at home 
and her trade objectives abroad. 
@ The squeeze now being applied to 
non-Russian operators catches them in a 
field where production has been dwin- 
dling since 1935. Romania’s wells were 
drying up even before the war brought 
the Germans, Allied bombers and the 
Russians into the country. 

Production in 1936 was 62,640,000 

barrels for all the wells in Romania. By 
1941, it had fallen below 40 million 
barrels. This year, production is about 
31 million barrels. 
@ The methods employed by the Rus- 
sians followed a_ pattern familiar to 
Eastern Europe. First, the satellite Gov- 
ernment in Bucharest could be de- 
pended upon to obey orders. Second, 
the Russians formed a holding com- 
pany designed to give them control of 
all available oil. 

Sovrompetrol is, in theory, a Soviet- 
Romanian partnership on a 50-50 basis. 
Actually, it is a way by which the Rus- 
sians doubled the amount of oil shares 


they obtained in reparations and war 
booty. 

Russia’s contribution to Sovrompetrol 
consists of oil company shares captured 
from the Germans, which the Germans, 
in turn, had seized from other countries. 
Russia also contributed shares that Ro- 
mania surrendered to her in reparations. 
Russia also put up equipment labeled 
“war booty,” which U.S. and British 
firms say came from their properties. To 
match this, Romania was required to con- 
tribute Romanian-owned companies. 

As a part-Romanian company, Sovrom- 
petrol enjoys all the advantages given to 
domestic enterprises. It now controls 25 
per cent of the industry, claims ownership 
of more and will get additional property 
as non-Russian operators quit. 

Distribution of all oil produced is con- 
trolled by Russia. At one time, the Rus- 
sians took 90 per cent of production. 
They still get more than half. The rest 
goes for local use and for export under 
Russian guidance. 


Ownership of Romanias Oil 


Prices paid non-Russian companies for 

their production are fixed by the pro- 
Russian Government in Bucharest. Pay- 
ment is in Romania's inflated lei at arti- 
ficial rates. The result is a price less than 
25 per cent of the world price. It covers 
only a portion of costs in non-Russian 
fields, where labor is now being organized 
by Communists. The Balkan Economic 
Commission of the Paris Peace Confer- 
ence is trying to get these prices in- 
creased, but with little success. 
@ Russia’s profits are in oil and exports. 
A 200-mile pipe line that the Germans 
took from the French, who planned to 
pump oil from ports to the Maginot Line, 
now is carrying Romanian oil into So- 
viet Russia. Odessa, Russia’s port on 
the Black Sea, is to be the pipe-line 
terminal. 

Export markets once served by U.S. 
and British companies from their Ro- 
manian production are being taken over 
by Russia. A new company, 60 per cent 
Swiss and 40 per cent Russian, has been 
formed to distribute oil products in 
Switzerland. 

Companies that invested many millions 
of dollars in developing Romania’s oil 
now face a bleak future. The develop- 
ment of new fields is closed to them; they 
can market oil only at a heavy loss. As 
they go deeper into the red, Russia's 


Sovrompetrol waits to take over the field. 
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JAM IN SHIPPING CHECKS TRADE 
AS GOODS PILE UP AT DOCKSIDE 


Factors ranging from lowered 
vitality of workers to disrepair 
of port facilities cause bottlenecks 


Reported from WASHINGTON 


NEW YORK 


Troubles in the great ports of the 
world are putting a brake on the speed 
of recovery in international trade. 

Where ships once were able to 
discharge cargoes and load new ones in 
a matter of days, it now often requires 
weeks. 

Goods move from piers into dis- 
tribution channels at the same sluggish 
rate in many places. It frequently takes 
less time to transport a shipment across 
the Atlantic, or even the Pacific, than 
to get it through port warehouses and 
on its way to the business firm that 
ordered it. 

This over-all situation is the product 
of many factors—the slow repair of war 
damage, neglect, lack of modernization, 
inadequate equipment and the human 
element. The combination is costing 
businessmen time and money. 

Spectacular interruptions of commerce, 
such as the paralysis of American ports 
by maritime strikes, aggravate the prob- 
lem of congestion and delay, but the 
big trouble is due to the host of less 
dramatic things that, almost unnoticed, 
are curbing the flow of trade day after 
day. 

Nation by nation, the circumstances 
vary, yet their result is the same. They 
mean fewer voyages per ship each year, 
fewer goods delivered, fewer needs satis- 
fied and the return of normal conditions 
deferred. 

@ In Europe, war damage to continental 

harbors and terminal facilities, is one of 
the major factors in the slowdown. 
France, Belgium, the Netherlands, Po- 
land, Italy and Greece all are pushing 
reconstruction work, but the programs 
have been retarded by shortages of 
materials and equipment. 

The French estimate it will take at 
least 10 years and billions of francs to 
restore their facilities completely. Italy 
faces a comparable task. Naples and 
Genoa, both still under repair, report 
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very heavy congestion, with resultant 
delay in berthing vessels. 

Bombed-out Rotterdam is back in serv- 
ice, but can handle only a fraction of the 
2 million tons that passed through it 
each week in peacetime. Amsterdam is 
in better shape, but lacks sufficient 
cranes and other unloading facilities. 

Belgium’s major port, Antwerp, suf- 
fered only superficial damage but needs 
storage facilities to operate at full effi- 
ciency. Brussels, however, probably will 
not be able to handle large vessels until 
1947 because of an obstructed channel. 

British ports physically are in good 
condition but not entirely free of delays 
arising from lowered efficiency of dock 
workers, unofficial work stoppages, stor- 
age congestion, import restrictions and 
similar drawbacks. 

In most European countries, the food 
supply plays an important role in deter- 
mining the efficiency of dock workers. 
The scarcer the food, the more time it 
takes to load or unload cargo. 

Despite their difficulties, the ports of 

Western Europe are making a good 
showing in holding down the delay of 
ships to the maximum of one week. In 
Italy, delay ranges from one to two weeks, 
and in Eastern Mediterranean ports 
from two to four weeks. Shipping ex- 
perts say that a delay of up to two weeks 
need not be unreasonable but beyond 
that it is costly. 
@ Africa shows up much poorer on the 
shipping map, even though only a few 
of its ports suffered war damage and 
their reconstruction had a head start. A 
current survey discloses that ships dis- 
charging and loading cargo may be held 
up from 28 to 56 days in East African 
and Madagascar ports, and from 14 to 
28 days in West African ports. Lost time 
in North Africa varies from two to eight 
weeks. South Africa makes the best 
showing, with delays of from zero to 
seven days. 


The big causes of delays in Africa are 

the heavy pressure on existing facilities 
and the worn-out character of much of 
the port equipment. The situation at 
Lourence Marques, Mozambique, is 
causing particular anxiety because of the 
resulting congestion. The coal-loading 
machinery there badly needs overhaul 
after years of hard usage. 
@ Asia is also a continent where ships 
are held up, with time losses running as 
high as a month. The movement of goods 
through port bottlenecks is slow. Storage ° 
facilities are inadequate and pilferage is 
high. 

Manila emerged from the war with 
more actual pier space than before, but 
nevertheless the port has been a center 
of bad congestion, with some vessels 
being delayed as long as six weeks during 
the summer. The importance of the port 
for staging final operations against Japan 
accounts for its increased dockage, but 
there was no comparable increase in 
warehouse facilities or replacement of 
those destroyed by the Japanese. Equip- 
ment for handling cargo is short, because 
military authorities have removed much 
of what they used when they controlled 
the port. Ships now average three weeks 
from the outer harbor to unloading. 

Shanghai reports terrific congestion. 
Warehouses are full to overflowing. A 
shortage of lighters slows unloading while 
increasing costs. Pilferage is increasing. 
Navigation is difficult because of the lack 
of dredging during the war, and silt still 
impairs the usefulness of some piers. 

Like Shanghai, other coastal ports in 
China are badly crowded, so much so 
that the Government has been forced to 
open to shipping on a temporary basis 
the inland ports of Hankow, Kiukiang, 
Nanking and Wuhu. 

Singapore, handling more cargo than in 
prewar days, presents a different picture. 
The bombed docks were restored speedily 
by Japanese prisoners of war, and the 
same prisoners have been used to break 
strikes when labor troubles threatened 
to disrupt port operations. Rangoon, on 
the other hand, is still blocked by war 
damage and will not be back in service 
much before next spring. 

The major ports of India—Calcutta, 
Madras, Bombay and Karachi—all under- 
went extensive improvement during the 
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war, but smooth operation is plagued by 
strikes and the unsettling influence of 
political uncertainty. 
@ South and Central America constitute 
another area where ships lose time. Most 
ports are in need of modernization. Facil- 
ities have deteriorated through neglect. 
Hand trucks and pushcarts still are 
employed to move cargo to and from 
ships, at the expense of both time and 
man power. The poor administration of 
ports, warehouse shortages and slow 
distribution of cargoes multiply the 
bottlenecks. 
The ill nourishment of dock workers 
in many ports represents an added handi- 
cap. In Rio de Janeiro, Santos, Valparaiso, 
Calao and Buenaventura, longshore gangs 
handling cargo average only six to 
eight tons an hour, as compared with 


25 tons for similar working groups in 
New York. 
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@ North America has, perhaps, the best 
port facilities to expedite the flow of 
postwar trade, yet virtually every im- 
portant port in the U.S. and Canada 
finds it necessary to press renovation or 
expansion of its capacity. 

Moreover, the advantage of high-speed 
operation has been offset partially by 
crippling strikes and a shortage of freight 
cars for getting goods out of the dock 
areas into the interior. Nor is there any 
immunity to pilferage, which is costing 
millions of dollars annually along New 
York’s water front. In one recent case, 
a shipment of Swiss watches worth 
$375,000 disappeared. 

@ The remedy for the stifling congestion 
at world ports is not to be a simple one. 
Modernization and repair of war damage 
obviously are to take time. Better food for 
dock labor depends on better crops, and 
better working conditions depend on the 





SHANGHAI 
War damage, neglect, human element and inadequate facilities retard recovery of international trade 


social programs of the countries involved. 
Faster movement of goods from port to 
distribution channels is subject to im- 
proved terminal and transport facilities. 
Reduction of pilferage and spoilage calls 
for abler port administration. 

Best hope for any quick improvement 
lies in some sort of traffic control for 
many ports of the world, because ships 
frequently jam one harbor while another 
one nearby could handle additional traf- 
fic. Alert co-ordination of port facilities is 
one answer to this phase of the problem. 

It is apparent, however, that the under- 
lying causes of congestion are too com- 
plex for any swift or easy cure. The situ- 
ation can be expected to improve only in 
piecemeal fashion as major difficulties 
are corrected one by one. Hence, bottle- 
necks in ports will impose a continuing 
drag on the recovery tempo for some time 
to come. 
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BRITISH PACT AIDS ARGENTINA 
IN PLAN TO CONTROL INDUSTRIES 


Agreement giving Peron Government 
voice in operation of railroad follows 
purchase of U. S.-owned telephone line 


Reported from BUENOS AIRES, 
LONDON and WASHINGTON 


The Government of Argentina 
now is moving into control of railways 
owned by the British, the largest single 
group of properties in Argentina be- 
longing to outside interests. 

This shift of control is to take 
place under an agreement on economic 
issues that British and Argentine nego- 
tiators have just reached. The decision 
on railway control follows closely the 
Government’s purchase of the country’s 
biggest telephone system for 95 million 
dollars from a U.S. corporation, the 
International Telephone and Telegraph 
Company, and it points toward Argen- 
tine control of all other properties now 
owned by outside interests. 

The’ British - Argentine | agreement, 

reached after more than two months of 
haggling, covers also sterling, meat pur- 
chases and commercial relations. Its pro- 
visions on sterling may set the pattern 
for unfreezing more than 13 billion 
dollars in British credits owned by other 
countries. 
@ The railways now owned by British 
companies embrace more than half the 
mileage in Argentina. Once worth more 
than $1,100,000,000, they have deterio- 
rated until their present value is estimated 
at only one third to two thirds of this 
figure. 

Ownership and operation of the lines 
will pass to a new corporation, in which 
the Argentine Government, Argentine 
private investors and the present British 
companies will participate. The British 
companies will receive stock in the new 
corporation in payment for their proper- 
ties. The Argentine Government is to 
have the right to acquire any or all the 
shares of any stockholder at anv time. 

For rehabilitation of the rundown prop- 
erties, the Argentine Government is to 
advance 125 million dollars in the next 
five years. 

Minimum earnings of the new com- 
pany, in effect, are to be underwritten 
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by the Argentine Government. If net 
income in any two consecutive years falls 
below 4 per cent, the Government is to 
take such steps as may be necessary 
to increase the net earnings to that figure. 

Tax exemption is to be enjoyed by the 
new company. Imports of materials and 
equipment will be free of customs duties, 
except in the case of items normally 
manufactured in Argentina. 

Valuation of the properties is not cov- 
ered by the published agreement. 

If a high valuation were agreed upon 
and Argentine stock ownership were 
held at a minimum, British interests 
might have a majority of the stock in the 
new company. But the need for new 
equipment and for reconditioning indi- 
cates that the valuation will be rela- 
tively low and that large sums of Ar- 
gentine capital will be sought from the 
Government and possibly from private 


sources. In this event, Argentine interests 
will own a majority of the stock. 

The new company is expected to fol- 
low the pattern of other mixed corpora- 
tions in Argentina. This means that the 
Government's members of the board will 
have full power of veto. Thus, the Gov- 
ernment is expected to have actual 
control of the company, regardless of 
whether the majority of the stock is 
owned by Argentine or British interests. 

Details of financing and organization 
are to be worked out jointly by an Ar- 
gentine technical advisory subcommittee 
and representatives of the British com- 
panies. These arrangements are to be 
completed on, or soon after, next January 
1, and the transfer will be deemed to 
have taken place on July 1, 1946. The 
whole proposition must be submitted first 
to the British companies for approval, 
however. 

Sources of materials and equipment to 
be purchased outside Argentina are not 
stated. This may indicate that manufac- 
turers in the U.S. and other countries 
are to have a chance to sell equipment 
to these lines, a market hitherto domi- 
nated by British manufacturers. 

@ Frozen balances of sterling owned 
by Argentina and valued at more than 
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“ President Peron signing purchase articles for IT&T’s telephone system 
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United Kingdom $1,612 million 
U.S.A. $388 million 
Belgium $327 million 
France $160 million 
Spain $42.5 million 

Italy $25 million 


Germany $12 million 


Netherlands $7 million 


lavestments of Outside 
Capital in Argentina 


$2.5 Bition 


Switzerland.53 million 
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TOTAL INVESTMENT OF OUTSIDE CAPITAL 
Targets in Peron drive for Government control 


half a billion dollars will be partly freed 
under the agreement. Balances that re- 
main frozen are to bear interest of one 
half of 1 per cent, as against Argentina’s 
demand of 2% per cent. 

Argentina can use a maximum of 20 
million dollars worth—about 2% per cent— 
of the sterling balances annually for four 
years in current transactions. After four 
years, release of the unused balances will 
be the subject of further negotiations. 

In addition, the frozen balances can 
be used freely to retire sterling debts of 
the Argentine Government and its sub- 
divisions. They may be used, also, to 
purchase British properties in Argentina. 
In. addition, Argentina is permitted to 
transfer 40 million dollars in credits to 
Brazil, if Brazil desires them. 

New balances of sterling, resulting 
from current transactions, are to be 
available for use without limitation. 
Until the United Kingdom clears up its 
difficulties with other countries that own 
blocked sterling, however, Argentina’s 
current balances can be converted into 
gold or into U.S. exchange. This may 
increase Argentine purchases in the U. S. 

Argentine gold totaling 510 million fme 
ounces, now held by the Bank of England, 
is to be released. 

@ Meat provisions of the pact provide 
that, during a four-year period beginning 
October 1, the United Kingdom shall buy 
all of Argentina’s exportable surplus, ex- 
cept for limited quantities Argentina will 
reserve for direct sale to other countries. 


> 


Most important difference between the — 


new agreement on meat and the old one 
is that, in the year beginning October 1, 
the price of bulk purchases is to be at 
least 45 per cent higher than that paid 
at the outbreak of the war. However, 
prices have been increased at intervals 
since then. The exact amount of the 
increase is to be fixed by negotiation. An 
increase of 45 per cent over prices paid 
at the beginning of the war would aver- 
age 7% to 10% per cent higher than under 
the schedule recently in effect, as com- 
pared with Argentina's demand for a 50 
per cent increase. 

In order to facilitate transactions at 
the higher price levels, the British Gov- 
ernmenf is to make 20 million dollars in 
free sterling available immediately to the 
Government of Argentina. 

Quantities of meat to be bought and 
prices to be paid after Sept. 30, 1948, 
are to be subject to review. In price nego- 
tiations, “full consideration will be given 
to prices ruling in other producing 
countries and, besides, the cost of pro- 
duction and other relevant factors shall 
be taken into consideration, including the 
need to encourage production.” U.S. 
meat prices, where production costs are 
much higher than in Argentina, thus are 
to be used as an Argentine argument for 
payment of higher prices by the Brit- 
ish. 

@ A new treaty covering trade between 
the two countries is to be sought in nego- 
tiations that will open immediately, under 
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the final provision of the agreement. 
Pending completion of the new treaty, the 
Roca-Runciman agreement, which lapsed 
in August, is reinstated. U. S. traders, 
thus, regain the benefits of the Roca- 
Runciman agreement under the most- 
favored-nation clause of the U.S. trade 
agreement with Argentina. 

@ Principal benefits to Argentina and 
to the British under the agreement just 
reached boil down to these: 

Argentina is to get control of the 
British railways; she thus can integrate 
them with the lines that she already owns, 
and she takes a big step toward control 
of all properties of outsiders. She wins 
access to part of her balances of blocked 
sterling and to her gold that now is held 
by the Bank of England. She gets a 
higher price for her meat. 

Britain pays only one fifth as high an 
interest rate on blocked sterling as Argen- 
tina demanded. She is to buy ample sup- 
plies of meat at figures well under Argen- 
tina’s original asking price. She is to have 
a new trade agreement. Moreover, Bri- 
tish companies are to receive a return on — 
railroad properties that have earned no 
dividends in many years. 

Hard bargaining is by no means ended 
by this agreement. Negotiations are likely 
to be difficult on the subjects of railroad 
valuation, meat prices and the new trade 
treaty. These issues are to be settled 
eventually, however, for each country 
recognizes its needs for the products of 


the other. 
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UNITY OF FRENCH LABOR SPURS 
DRIVE FOR INDUSTRIAL REVIVAL 


Workers give full support to broad 
plan for increasing production, but 
political strife may weaken program 


Reported 
from PARIS 


Labor unity is propelling French 
industry toward recovery. 

Coal and electric power are being 
produced in greater quantities than be- 
fore the war. Industrial output is rising. 
Waves of exports are beginning to roll 
out to pay for imports that spark pro- 
duction. 

Increased production is possible 
because French workers remained on the 
job throughout strikes around the world. 

Political conflicts now are arising 
that menace the unity of French labor. 
There is a widening split between Com- 
munists and Socialists over strikes among 
Government employes. But the record of 
industrial workers since the war is unique 
among the Western powers. 

French workers now are enjoying pay 
raises and benefits amounting to 25 per 
cent of their wages. These they obtained 
with “token strikes,” demonstrations dur- 
ing lunch hours that did no appreciable 
damage to national production but 
showed labor’s power. 

In the first three months of this year, 
France had only 94 strikes, with 34,929 
workers involved and 54,700 man-days 
lost. In the same period, 128,000 British 
strikers lost 571,000 man-days, while in 
the U.S. 1,660,000 workers quit for a 
loss of 54,700,000 man-days. This sum- 
mer all the workers of France have taken 
vacations with pay, but production has 
dropped little. 

This does not mean that the French 
worker is content. His life is hard. Prices 
are high and consumer goods short. 
Prewar production remains a goal in most 
industries. The main incentive to work 
still is the need to buy food, but, through 
production, organized labor has become 
a stabilizing influence on the nation. 

@ Labor’s strength in France today is 
the result of more than a century of 
experience. Bygone battles have given 
the worker freedom to join any union or 
none. Past experience leads him to try 


18 ¢« WORLD REPORT 


to keep his union out of the hands of a 
single political party. 

For this reason, Communist leadership 
of organized labor in France is checked 
by the workers themselves. Their biggest 
organization, the General Confederation 
of Labor, now has two secretaries-gen- 
eral. Benoit Frachon, a Communist, has 
forced Léon Jouhaux, a Socialist, to take 
a back seat. But Jouhaux keeps his job. 


ae 


There are 7 million members of the 


_ General Confederation of Labor. Its sole 


rival in the field is the French Confedera- 
tion of Christian Workers, a right-wing 
organization with only 750,000 adher- 
ents. The smaller group might profit from 
a break between Socialists and Commu- 
nists over labor leadership, but this has 
not yet come. 

A break has not come because the 
Communists, with only a million mem- 
bers in France, are being careful. They 
are well aware that their leadership of 
labor, won on their war record as under- 
ground leaders against the Germans, can 
be held only as long as Frenchmen be- 
lieve they put the interests of French 
labor first. 

A warning to Communist leadership 
gave France its only serious strike since 
liberation. State employes of the postal, 
telegraph and telephone services, dis- 
satisfied with their share of the wage 
gains granted 12 million workers, struck 
in defiance of Communist leaders of their 
union. The strike of the rank and file 
spread swiftly, gaining Socialist support. 
It became a strike against the Commu- 
nists. 

The strikers went back to work with 
additional benefits. But their success 
started more strikes among Government 
employes. Customs officers left frontiers 
unguarded; Finance Ministry workers 
walked out. The loss to the state was 
considerable. Politicians blame one an- 
other for this loss, but all -support the 
production plan that workers approve. 


@ Planned production thus far has sur- 
vived political strife in France because no 
political party dares to risk labor’s ire 
by tampering with it. 

“The Plan,” of which all Frenchmen 
speak, springs from a strange parentage. 
It was ordered by Gen. Charles de Gaulle, 
then Provisional President of France, 
about 10 months ago. It is being de- 
veloped as a five-year pattern for France 
by an economist, Jean Monnet, who is a 
member of no political party. 

As De Gaulle retired from the Presi- 
dency in a huff over political attacks 
from the left, the Monnet Plan became 
the darling of the Communists, the So- 
cialists and the Popular Republican 
Party, now the three rivals for French 
leadership. 

Several hundred experts work under 
Monnet’s leadership in the General Com- 
missariat of the Plan of Modernization 
and Equipment, setting and resetting 
the targets for industry, adjusting exports 
and imports to speed production. Facts 
and figures they provided enabled France 
to get $1,370,000,000 in credits from the 
United States. 

To execute the Monnet Plan, France 
is to have an Economic Council as an 
organic branch of the Government. In 
theory, the Council is not to function 
until the Constitution now being drafted 
is approved by the nation and becomes 
law. In fact, the Provisional Government 
has created subcommittees of the Council 
that already are supervising the develop- 
ment of the greater part of French in- 
dustry. Labor, management, consumers 
and Government are all represented. 

Production, with labor geared to plan- 
ning, is climbing steadily. Power for 
industry is the first concern. 

There still are 25,000 German pris- 
oners mining coal in French mines where 
Frenchmen once worked under Nazi 
orders. But the discipline and sweat of 
French miners are mainly responsible for 
lifting coal production in July, a vacation 
month, to 104 per cent of 1938. Produc- 
tion of electric power also is climbing to 
stand 17 per cent above prewar output. 

All industries are gaining over the lows 
of 1945. Speed varies. Wool and rayon 
textiles are over the monthly average for 
1938, though production of cotton 
goods, depending on imports, has climbed 
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only to 75 pér cent of prewar figures. 
Carloadings have reached 82 per cent of 
the old levels. Heavy industry in general 
needs coke imports before it can rise 35 
per cent to equal 1938 averages. 

Increased exports are the goal of the 
planners. Despite gains in coal produc- 
tion at home, France still needs coal from 
abroad, and imports are only about one 
third of prewar purchases. To pay for 
more coal, or for the goods which lack of 
coal prevents her from producing, France 
is striving to increase exports. 

Production is geared to exports. Lux- 
uries go abroad; only necessities remain 
at home, together with equipment that 
helps production. In the automobile in- 
dustry, the production of trucks is 72 
per cent above that of 1938, while out- 
put of passenger cars is 82 per cent below 
1938 figures. Most trucks remain in 
France to speed deliveries. Of 2,709 
passenger cars produced in July, 64 per 
cent went abroad. 

@ The dangers to continued progress 
through planning are many. 

Inflation still threatens. The franc was 
devalued at the end of last year by 58 
per cent and now stands at 119 to the 
dollar on the official exchange. Outside 
France, in border countries, the franc 
still can be had at about 230 to the dollar, 
though it is firmer than before. 

Nationalization still is in the experi- 
mental stages. The state now is running 
most of France’s coal mines, has taken 
over the Renault automobile and motor 
works in Paris for collaborating with the 
Germans and has nationalized credit and 
insurance. It is significant that repre- 
sentatives of organized labor are sitting 
on the boards of all nationalized enter- 
prises, including the banks. 

Political rivalries are the major threat 
to labor's unity. The co-operation of 
Communist and Socialist leaders in the 
General Confederation of Labor is essen- 
tial to labor peace. This co-operation al- 
ready is showing the strains of ‘a fight 
developing on political levels. 

Few Frenchmen expect the three-party 
truce now supporting Premier Georges 
Bidault’s Provisional Government to last 
through the elections. Bidault’s Popular 
Republican Party and the Communists, 
led by Maurice Thorez, are fairly evenly 
matched. Both are bidding for the sup- 
port of the Socialists. Léon Blum, the 
Socialist leader, now is striving to heal 
an internal split that places his faction in 
the minority. 

@ France’s future depends on the im- 
pact of the coming struggle for political 
power on the unity of French labor. If 
labor fails to bridge the gap between its 
Communist and Socialist leaders, strikes 
and production delays are sure to block 
French recovery. If the labor unions re- 
main above politics, production may con- 
tinue though governments fall. The plan- 
ners are counting on labor unity to make 
France the economic leader of Europe. 
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LEON BLUM LEON JOUHAUX 
Will labor be squeezed by Communist (top) and Socialist (bottom) rivalries? 
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U. S. CODE FOR FREE COMMERCE 
FACES NUMEROUS MODIFICATIONS 


Many nations likely to be reluctant 
to give up subsidy payments, tariff 
preferences and quotas on imports 


The United States now is calling 
upon the United Nations to adopt a 
common code to govern the commerce 
of the world. 

The U.S. wants an International 
Trade Organization set up to control 
trade barriers, monopolistic practices, 
commodity agreements and employment 
policies affecting world trade. 

Behind the ambitious program is 
a campaign by the U.S. to eliminate 
handicaps to free trade that have been 
built up during the last 15 years. Amer- 
ican planning is geared to the belief 
that, with the removal of restrictions, 
world trade will boom. 

No other country has put together a 
plan as complete as this, so that the U. S. 
has a running start. (See page 43). How- 
ever, indications are that the U.S. pro- 
posals will have to be modified to suit 
the needs and objections of other coun- 
tries. Neither Britain nor France is com- 
mitted to support the clrarter incorporat- 
ing the proposals. 

The charter will be discussed by lead- 
ing trading countries in London on 
October 15. Next year the charter will 
be submitted to a world conference on 
trade. 

@ Main provisions of the charter follow: 

Membership in the International Trade 
Organization would include originally 
the major trading countries that accept 
the charter. Later others could join. 

Employment. Each member of the 
International Trade Organization would 
be expected to take measures to maintain 
high employment within its own juris- 
diction and avoid exporting unemploy- 
ment. These provisions reflect the general 
aims of the Full Employment Act in the 
U.S. 

Most-favored nation. Each member 
country would extend to all other mem- 
bers any reduced duty on imports. This is 
really the “most-favored-nation” clause 
of the reciprocal trade agreements of 
the U.S. 
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Tariffs. The U.S. proposals on tariffs 
are stirring up the most opposition among 
other countries. The U.S. would like to 
have each member country start negotia- 
tions to bring about substantial reduc- 
tions of tariffs and elimination of tariff 
preferences. 

Opposition comes from several sources. 
Most vocal is that from the British Em- 
pire. For many years the countries of the 
Empire have accorded one another spe- 
cial privileges on certain commodities. 
These usually take the form of prefer- 
ential rates in tariffs. Elimination of these 
preferences would upset established prac- 
tices and relationships. 

From the American standpoint, elimi- 
nation of Empire preferences would give 
the American businessman an _ equal 
chance in Empire markets. An immediate 
beneficiary would be U.S. tobacco ex- 
porters, who now compete with difficulty 
in Britain. 





” —Harris & Ewing 
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Sponsored reciprocal trade treaties 


Countries depending largely on cus- 
toms duties for government revenues also 
will oppose cuts in tariffs. The Latin- 
American nations are in this category. 

Underindustrialized countries, such as 
Australia, New Zealand, India, Brazil and 
Colombia, also favor use of tariffs to pro- 
tect infant industries. Several of these 
countries already have voiced their dis- 
approval of the U. S. tariff provisions. 

Finally, in the U.S. itself, there still 
is strong sentiment in favor of tariff pro- 
tection, and some groups will try to mod- 
ify the tariff proposals. 

Quantitative restrictions. Generally 
speaking, quotas and embargoes are not 
to be imposed on imports or exports of 
goods traded with other member coun- 
tries. 

Quota restrictions have been used in 
certain of the U.S. trade agreements. 
For example, imports of Venezuelan oil 
to the U.S. are limited by quota. Cuban 
sugar imports also are restricted by the 
Sugar Act of 1937, now in abeyance. 
Growers of sugar in the U. S. will object 
to eliminating the quota on Cuban sugar. 

Import quotas are being used widely 
in Europe to conserve foreign exchange. 

Many countries, including the U.S., 
are restricting exports quantitatively. 
Scarce products, such as tinplate and 
automobiles, can be exported from the 
U.S. only:in limited quantities. India and 
Brazil forbid exports of textiles in short 
supply. 

To cover cases like this, the charter 
would allow quantitative restrictions to 
continue during an emergency period in 
order to achieve equitable distribution of 
goods in short supply, to permit orderly 
liquidation of temporary surpluses, or to 
relieve local distress caused by shortages. 

The exceptions to the rule are so many 
and so pliable in this instance that not 
many countries are expected to object 
seriously to this part of the charter. But 
elimination of quotas would not be very 
popular with many American farmers 
and ranchers. 

Exchange restrictions. The U.S. pro- 
poses that member countries impose no 
restrictions on payments to other mem- 
bers for imports. But members would be 
allowed to restrict payments where this 
is permitted by the International Mone- 
tary Fund. 
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Many of the Latin-American countries 
have complicated controls over exchange. 
These were built up during the ‘30s. Most 
European countries also have exchange 
controls. 

It is expected that operations of the 
Monetary Fund gradually will eliminate 
exchange restrictions. 

Subsidies on domestic products affect- 
ing international trade would be reported 
to the International Trade Organization. 
Such subsidies seriously injuring trade 
would be the subject of discussions look- 
ing toward the possibility of limiting the 
subsidization. Export subsidies, in gen- 
eral, would be eliminated within three 
years. This period might be extended in 
extraordinary cases. 

The U.S. proposals on subsidies ob- 
viously are drafted with an eye to the 
difficulty of eliminating the present sub- 
sidy on U.S. cotton exports. 

Countrres with programs of price 
stabilization, such as Australia has on 
wool and meat, are likely to raise objec- 
tions to the U.S. proposals on subsidies. 

State trading would not be prohibited 
by the U. S. proposal. However, the U. S. 
sees a danger that enterprises buying for 
government account in world markets 
might get special privileges or special 
prices because they buy in bulk or for 
political reasons. This would operate to 
the disadvantage of private firthns compet- 
ing in the same markets. The U. S. pro- 
poses, therefore, that state trading be 
conducted only in accordance with com- 
mercial considerations. 

Obviously, if Russia and her satellites 
are not to be automatically eliminated 
from the International Trade Organiza- 
tion, state trading must be allowed. 

However, the U.S. State Department 
is much concerned over the trend toward 
government buying or state trading by 
countries such as Britain. Long-term 
contracts covering big quantities of vari- 
ous foodstuffs are getting to be common 
with the British. 

Such bilateral agreements tend to tie 
up trade in world commodities between 
two countries. Private trade has little or 
no chance to get into the picture. It is 
this that worries Washington most. 

Widest difference between the U.S. 
and Britain is likely on this point. 

Business practices considered to be 
restrictive of trade are listed in the 
charter. Among these are combinations 
or agreements that fix prices, allocate 
markets, discriminate against outside 
enterprises, limit production or suppress 
technology. 

A complaint procedure is set up in the 
charter to remedy these abuses. 

The British are opposed to this anti- 
cartel policy. U.S. business also may ob- 
ject to this attempt to extend the anti- 
trust concepts to international trade. 

Commodity agreements. Before the 
war, big producers of commodities such 
as copper, tin, rubber, tea and quinine 
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Hand labor and poor ores make the output high in cost 


banded together, from time to time, to 
limit production or exports, keep prices 
high and divide up the world market. 
These arrangements usually stemmed 
from the fact that unrestricted output led 
inevitably to world surpluses and low 
prices. 

The U. S. does not wish to see a return 
to these prewar cartels. However, the 
charter recognizes that burdensome sur- 
pluses may develop again. 

If such a surplus develops, the U. S. 
suggests that measures be taken to in- 
crease consumption of the product or to 
shift resources and man power out of 
overexpanded industries into new occu- 
pations. 

To carry out such measures, inter- 
governmental agreements would be insti- 
tuted. 

Such commodity agreements, accord- 
ing to the charter, should: (a) provide 
equal votes for consumers and producers; 
(b) assure availability of adequate sup- 
plies of the product at reasonable prices; 


(c) stimulate consumption and satisfy it 
from most efficient sources. 

Just such a problem will arise soon in 
tin. There is now a tin shortage. But 
there will be a surplus in a couple of 
years. Already, the U.S. is pressing for 
the establishment of a commodity agree- 
ment in tin along the above lines. 

The least efficient of the tin producers 
is Bolivia. Hand labor and poor ores 
make Bolivian output high in cost. There- 
fore, according to the charter, tin pro- 
duction in Bolivia should be gradually 
reduced, if not eliminated. 

@ Basic goals of the U.S. proposals 
could not be achieved in a year or two. 
The plan is long range. 

The U. S. proposals are put forward as 
a signpost pointing back toward free 
trade in the world. But considerable mod- 
ification of the American plan is pos- 
sible because experts of some countries 
believe the proposals are too closely 
tailored to fit the needs of countries with 
fully developed economies. 
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BRITAIN WINS MARKETS IN FAR EAST 
AS U.S. TRADE BOOM BOGS DOWN 


American commerce expected to be 
revived in 2 to 3 years, however, 
when well-known brands return 


Reported from SAN FRANCISCO, 
MANILA, SINGAPORE and NANKING 


Trade between the United States 
and the Far Eastern countries has bogged 
down after a brief flurry. There are no 
signs now of immediate revival. 

The mild boom, which developed 
soon after the war ended, lasted only a 
few months. Now, buying in the Asiatic 
countries has fallen off sharply in the 
face of high prices for what little Amer- 
ican goods are available. 

Those customers who do have 
money are reluctant to buy things with 
which they are unfamiliar. Revival of 
American commerce in the East is cer- 
tain to be slow until brands and trade 
names that were familiar before the war 
return in volume to Eastern markets. 
That may be two or three years. 

The demand is heaviest for vehicles, 
electrical appliances and clothing, the 
same types of merchandise that are in 
demand in the United States. Few such 
products are going to the East from 
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America now. As a result, Great Britain 
is getting her goods into markets that 
normally are customers for American- 
made products. 

In India, buyers now can get immedi- 
ate delivery on a British-made automo- 
bile. In the Philippines, Scotch whisky 
from Britain’s scant stocks is abundant 
and retails at $4 a bottle. 

@ The U. S. wants to buy heavily in the 
Far East.-She needs raw materials to 
build up depleted stockpiles. The pur- 
chases, in turn, will provide Far Eastern 
countries with credits to buy American 
products. But the East today, especially 
countries that were occupied by the 
Japanese, has little to sell. Few of the 
raw materials now needed by the U.S. 
will attain prewar production levels be- 
fore 1948. 

@ American businessmen in the Orient 
are eager for action, but they are 
hampered generally by lack of merchan- 
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—Government of India Information 


The goal is the Far East’s huge market for cheap textiles 
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dise or currency controls. There are, 
however, a few exceptions. 

Oil companies are exceeding prewar 
activity. They are blanketing the Far 
East in search of new business. Two 
American companies now operate in 
Siam, where a prewar monopoly on im- 
portation and distribution of petroleum 
products has been lifted. 

Hollywood movies are everywhere. 
Their representatives are drawing freely 
on dollar exchange from hard-pressed 
countries, even in sterling bloc areas. In 
some months, Malaya spends more dollars 
for American films than for any other 
commodity. 

American shipping is more familiar in 
Far Eastern ports today than ever be- 
fore. West Coast shippers promise that 
next yeaf 650,000 tons of U.S. shipping 
will be operating on Pacific lines if dif- 
ferential subsidies now pending are ap- 
proved. 

The shippers, while keeping busy, are 
not optimistic regarding the immediate 
future. They don't anticipate any big 
increase in business in the Far East until 
1949. 

Latest figures issued by the Depart- 
ment of Commerce show that U. S. trade 
in the Pacific during May was 71 million 
dollars, an increase of 11 million over 
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Dutch-Indonesian peace will start flow of 
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the previous month.* These figures are 
misleading, because shipping tonnage 


dropped by 58,000 tons for the same_ 


month. Tonnage declined mainly in ex- 
ports and it has been going down steadily 
for months. Rising prices are boosting 
the dollar value of exports, but the people 
of the Far East are buying less each 
month. 

@ Far East trade shows these prospects: 

The Philippine Islands continue to be 
America’s best customer in the Far East. 
U.S. exports are running between 50 
and 100 per cent ahead of 1940. 

Copra shipments in July totaled 60,000 
tons, a postwar high. This year, the 
Islands will export 400,000 tons, or 50 
per cent of prewar. Next year, produc- 
tion is expected to be doubled. 

U.S. industry is to get 130 million 
pounds of Manila hemp this year, one 
third of prewar production but 10 times 
more than last year. 

There will be no sugar for America 
from the Islands for at least two more 
years and the tobacco and mining indus- 
tries, once important, are in even worse 
shape. 

China has reduced sharply her Amer- 
ican purchases. Goods now can be 
brought in only for immediate consump- 
tion or replacement. Nevertheless, half 
the shipping in Chinese ports during July 
(818,791 tons) was of U.S. registry. 
Imports still are so heavy that ware- 
housing facilities are inadequate. 

Recently, China received 80 American- 
made locomotives, costing $75,000 each. 
She needs many more and hundreds of 
other articles from the U. S. 

. Japan still has set no rate for the yen 
on international exchange, and private 
international transactions aren't permit- 
ted. However, American businessmen 
already are waiting in Shanghai and 
Manila to move into Japan as soon as 
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MALAY RUBBER 
A shipment for the U.S. 


the occupation policy will permit it. 

India wants to purchase many types 
of capital goods from America and also 
needs consumer goods that will enable 
her to keep pace with the country’s war- 
time rise in the standard of living. Britain 
already is getting some of this business. 

India is making a strong bid for the 
Far East’s huge market in cheap textiles. 
She has the raw cotton for her expanding 
mills. Labor is abundant and spinners 
earn less than $10 a month. 

Siam has an acute shortage of manu- 
factured goods. She urgently needs heavy 
equipment to restore communications 
and utilities as well as to get her tin 
dredges in operation again. The rubber 
harvest is in full swing, and the U.S. 
hopes to buy 20,000 tons, or half the 
crop. Teakwood and semiprecious Zircon 


" @Y means 


& i i ‘mn 
— ee | 
a 


MAKING MANILA HEMP 


stones are being shipped to American 
firms. 

The Dutch East Indies hope to furnish 
the U.S. 8,000 tons of tin and 25,000 
tons of rubber this year. Whether Amer- 
ica will get any of Java’s wartime ac- 
cumulation of sugar or Sumatra’s spices 
depends largely on the establishment of 
peace between the Dutch and Indone- 
sians. 

Burma today exports only a small 
amount of rice, which is going to nearby 
India. A trickle of lead, teakwood and . 
precious and semiprecious stones is be- 
ginning to flow from the interior into the 
main port of Rangoon. 

Afghanistan supplied the fur markets 
of New York with 33 million dollars 
worth of caracul last year and, with this 
foreign exchange, she has hired U.S. 
engineers to build roads and put in 
hydroelectric systems. 

Malaya now sells the United States 

10 times more than she buys, and there 
is no indication that her rigid controls 
on imports will be revised. In June, 
Singapore alone shipped 8% million dol- 
lars worth of rubber, and the United 
States got close to 15 per cent of 
it. 
@ On the surface, America’s trade pros- 
pects in the Far East are promising, but 
not for the immediate future. Exports are 
still small and the raw materials America 
is getting are little more than a trickle 
compared to prewar purchases. 

The outlook, therefore, is that a revival 
of American trade in the Far East won't 
come before 1948 or 1949. There isn't 
much danger of losing former customers 
who are waiting for the return of stand- 
ard brands and quality goods, but it does 
appear that when U.S. business is able 
to go after new trade in the Far East, 
the British will have skimmed off much 
of the cream. 
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U. S. industry will get 130 million pounds this year 
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SOVIET VS. U. 8. LABOR OUTPUT 


Production per man is lower in Russia than it is in America 
and is the biggest handicap to expansion of U.S.S.R. industry 


How to get more work from the workers 
is one of the biggest problems confronting 
Russia in her program for industrial expansion. 
The Russians hope to develop industrial might 
comparable with that of the U.S., but an 
important obstacle to that goal is the fact that 
the Russian worker turns out only a fraction of 
the work produced by the average American 
laborer. 

Our Worldgraph shows that, under normal 
conditions, one U.S. coal miner produces more 
than seven times as much as a Russian miner. 
One steel worker in the U.S. does the work of 
three in Russia. The American farm population 
produces, per person, four and a half times 
more than the Russian. Moreover, the war has 
reduced the output of individual workers in 


Russia while output has increased in the United 
States. Due to the heavy losses of men and 
agricultural machinery, Russia no longer can 
draw upon the villages for the man power to 
fill the factories, as she once did. Collectiviza- 
tion in countries added to Russia during the 
wartime may provide some workers. To offset 
the labor problem, the Soviet Union now is 
buying, or taking, modern machinery and 
plant equipment wherever it can be found. 
Off-the-job training programs are being intensi- 
fied. But much of the success of the Five Year 
Plan depends upon the output of individual 
workers. To judge by the experience of the 
past, industrial engineers say, it will take the 
Soviet Union decades to match the present 
level of productivity in the U. S. 


Copyright, 1946, by World Report 
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(The military strategy of World 
War II has been adequately described 
and widely read. On the other hand, 
less is known concerning the political 
strategy that often influenced and at 
times controlled the military pattern 
of the war. WORLD REPORT pre- 
sents herewith a brief analysis of the 
underlying political factors of World 
War II and their relation to the pres- 
ent postwar period.) 


b fom HAS BEEN DEFINED as a contin- 
uation of national policy by other 
means. As thus stated, the definition 
was intended to justify aggressive war. 
But the definition is almost equally true 
as applied to the intended victims of the 
aggressor. Such nations, even when 
fighting for their existence, will strive 
to follow their basic national policies 
throughout the struggle and to emerge 
therefrom in the best possible position 
to continue them. Their policies will be 
changed only as necessary to assure 
ultimate military victory. Such was the 
political strategic background of World 
War II. 

Until Russia was attacked by Ger- 
many in June 1941], Russia’s war effort 
was purely aggressive and political war- 
fare in pursuit of an undisguised policy 
of aggrandizement, at the expense of 
Finland, the Baltic States and Poland. 
For two years thereafter, however, 
Russia was fighting for her existence 
and military considerations were para- 
mount. 

Great Britain, until the U.S. entered 
the war, was so hard pressed to stave 
off disaster that, in the last analysis, 
military considerations dominated her 
strategy. During this period, however, 
military and political strategy worked 
together in mutual support whenever 
possible. Britain’s political efforts at this 
time were concentrated on gaining the 
full backing and military co-operation 
of the U.S. as soon as possible, on 
building up political resistance to the 
Axis in the Balkans and the Middle East, 
particularly in Turkey, and in maintain- 
ing the neutrality of Sweden, Portugal, 
Spain and Switzerland. 

Except in the Balkans, which were 
overrun by German forces early in 1941, 
British political strategy in these fields 





STRATEGY OF THE WAR: 
POLITICAL AND MILITARY 


was successful. As the U.S. came to 
realize the true character of the struggle 
in Europe and its ultimate implication 
as to the Western Hemisphere, the U.S. 
progressed by stages from a status of 
major supplier to one approaching 
full military collaboration with Great 
Britain. As a result, when Japan at- 
tacked Pearl Harbor the U.S. entry 
into the war was a natural step for 
which both nations were more or less 
prepared. 


WAR'S FIRST OBJECTIVE 


The basic strategic decision of the 
war actually was made early in 1941, 
at the so-called ABC Conference in 
Washington and later confirmed at the 
Arcadia. Conference shortly after Pearl 
Harbor. In accordance with this deci- 
sion, the first and major objective of the 
combined U.S. and British effort was 
the defeat of Germany. As a companion 
decision, it was agreed to operate on the 
defensive against Japan, until such time 
as the means available made it possible 
to take the offensive. 

These decisions are generally con- 
sidered to have been sound from the 
military point of view and well sup- 
ported by considerations of political 
necessity. Germany was the head and 
front of the Axis coalition—the most 
powerful, most successful and most 
dangerous enemy. It was not certain 
that both Great Britain and Russia could 
wait for a decisive victory over Japan, 
and if either of them collapsed or made 
a settlement with Germany, the U.S. 
ultimately would face both Germany 
and Japan almost singlehandedly. On 
the other hand, provided Japan could 
be prevented from consolidating and 
developing her early conquests, she 
could not long survive and the united 
power of the Allies, which was pledged 
after the war in Europe had been won. 

Questions of how these decisions 
were to be interpreted and applied arose 
early in the war and continued to the 
end. The most important and contro- 
versial question concerned the propor- 
tion in which available resources should 
be divided between the war in Europe 
and the war against Japan. 

In this decision as to Europe vs. Japan 
as the primary war objective, we find 


the first major manifestations of how 


political factors were involved in the 
U. S.-British strategy of the war. Com- 
pared with her interests in the Far East, 
Britain’s interest in Europe and _ the 
Middle East was overwhelming. Fo. 
Britain, psychologically, politically and 
traditionally, the war against Japan was 
a side show, as compared with the war 
in Europe. Furthermore, Britain must 
have sensed that the U.S. could and 
would handle Japan and do so without 
demanding a quid pro quo when the 
job was finished. 3 

For the U.S., on the other hand, 
Japan as the primary objective was po- 
litically preferable to Germany. The 
U.S. had been disillusioned by the last 
war in Europe. She was traditionally 
against getting involved in Europe's 
quarrels, and, after all, Germany had 
not directly attacked the U.S. On the 
other hand, the U.S. had extensive 
interests in the Far East, a tradition of 
always helping China and a vague but 
long-standing expectation of war with 
Japan. Pearl Harbor added the element 
of outraged pride and revenge for 
treachery. 

As a result of these opposing political 
factors, there was a continuing diver- 
gence between the U.S. and Great 
Britain in interpreting the decision to 
finish Germany first. Britain consistently 
tended to de-emphasize the war against 
Japan and to build up the effort in 
Europe at the expense of the Pacific. 
The U.S., while more than meeting 
its commitments in Europe, insisted 
on what it considered to be adequate 
effort in the Pacific. 

From the results obtained, it would 
appear, however, that an excellent bal- 
ance was achieved in reconciling these 
conflicting points of view. In fact, it 
seems probable that, had either of the 
extreme views prevailed, final victory 
might have been delayed. 

Having agreed to defeat Germany 
first, the next major strategic decision 
was how to go about it. 

From the outset, the British strongly 
advocated entering Europe from the 
Mediterranean and getting at the so- 
called “soft underbelly” of Germany. 
Variations of this concept involved en- 
tering the Mediterranean directly or 
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Allies Sought to Follow National Policies 
Even When Engaged in Fight for Existence 


via North Africa and thereafter pro- 
ceeding by way of Italy and either the 
North Balkans, or Greece, Turkey and 
the Danube. 

On the other hand, the U. S. was con- 
vinced, and consistently maintained and 
argued, that the soundest, surest and 
quickest plan for defeating Germany 
was a cross-Channel, full-scale invasion 
of France. In April 1942, the U.S. pro- 
posed such an invasion for April 1943, 
and plans therefor were initiated. But, 
in June, Mr. Churchill came to Wash- 
ington and convinced the President 
that the U.S. proposal could not be 
accomplished on time and that the 
invasion of North Africa was possible 
in 1942. 

The resulting campaigns across North 
Africa, the Mediterranean and in Italy 
are well known. Although contributing 
more than double its original commit- 
ments for these campaigns, in 1943 and 
early 1944 the U. S. argued and pressed 
for the invasion of France from Britain 
and with equal persistence opposed the 
British proposals for advancing into 
Italy and thence into the Middle East or 
the Balkans. 


COMPROMISE STRATEGY 


In the resulting compromise plans, 
the U. S. accepted the conquest of Italy, 
refused flatly to be drawn into the 
Balkans or the Eastern Mediterranean 
and eventually obtained British co- 
operation and support in the Normandy 
invasion in June 1944. 

The political influence underlying the 
British concept of defeating Germany 
via the Mediterranean was indicated by 
the fact that, in all the important argu- 
ments and discussions, Mr. Churchill 
“carried the ball.” The British were 
undoubtedly fearful of the cost and 
possible failure of the cross-Channel 
operation, particularly if undertaken in 
1943, and they probably were not 
adverse to a considerable degree of 
mutual exhaustion as between Russia 
and Germany. But it is difficult to 
escape the conviction that their control- 


ling reason was a strong desire to have ° 


the war end with Anglo-American, 
rather than Russian, forces firmly estab- 
lished in the Balkans and the Near East. 

It is generally considered that, in this 


concept, the British allowed their polit- 
ical thinking to encroach on their mili- 
tary judgment and that, had the British 
plan been followed, the end of the war 
would have been delayed, with in- 
creased chances of armed clashes with 
Russia concerning the Balkans. 

Another manifestation of the political 
factor in the war involved the different 
attitudes of the U.S. and the British as 
regards China and Southeast Asia. The 
U.S. policy was to support and build 
up China and her part in’ the war at 
almost any cost. This policy was based 
in part on the traditional American atti- 
tude toward China, but also on the 
conviction that, if so supported, China 
would make a valuable contribution to 
the war and thereafter to the stability 
and security of the Far East. The U. S. 
considered the build-up of China far 
more important than the reconquest of 
South Burma and the Malay States. On 
the other hand, the British considered 
China relatively unimportant in the war 
and a doubtful investment of much 
needed Allied resources for either war 
or postwar purposes. They understand- 
ably favored using all available re- 
sources to reconquer Southern Burma 
and the Malay States. 

In accordance with their respective 
views, the U.S., at fabulous cost and 
effort, supported and built up China, 
while the British consistently kept their 
China commitments to a minimum while 
always pressing for direct action looking 
to re-establishing the British position in 
Southeast Asia. 

If one were to comment on these con- 
flicting concepts in light of the present 
situation, it would seem that the British 
were perhaps more nearly right than 
the U.S. as regards China. Neither dur- 
ing the war nor since has China really 
“paid off.” On the other hand, events 
have supported the U.S. idea that 
Burma and all other outlying areas 
would “die on the vine” when the attack 
was pressed home against the citadel of 
Japan. 

While these factors were at work 
throughout the war, as regards the 
combined strategy of the U.S. and 
Britain, there were other political factors 
that concerned the strategic relation- 
ship of those powers with Russia. Never- 


theless, not until Tehran, in December 
1943, was there a meeting of the 
three heads of state and their chiefs 
of staff. 

At this conference, Russia strongly 
supported the U.S. position as to the 
cross-Channel invasion, and in no small 
degree contributed to its adoption, with 
the resulting earlier fall of Germany. In 
doing this, Russia undoubtedly recog- 
nized not only sound military logic but 
the basic political objective of assuring 
that the end of the war- would find 
Russian, and not Anglo-American, forces 
im the Balkans. 

Russia's entrance into the war against 
Japan was almost entirely political 
strategy. Though long considered an 
overly important objective by the U. S. 
and Great Britain, her declaration of 
war came too late to have any consider- 
able military effect. 

On the other hand, it was of great 
political value to Russia, because it 
firmly established her position in the 
Far East in anticipation of the peace 
settlement. 


UNCHANGING POLICIES 


In broad outline, such was the pattern 
of major political strategy during the 
war. But the policies involved are im- 
portant not only as matters of history 
but because they continue into the post- 
war period and constitute essential ele- 
ments in the present world situation. 

Great Britain is still primarily con 
cerned with Europe, the Mediterranean 
and her connections through it to the 
Middle East. She is relatively uninter- 
ested in China and counts heavily on the 
U.S. to safeguard her essential interests 
in the Pacific and the Far East. The 
U.S. has accepted substantial commit- 
ments in Europe, but with considerable 
reluctance. More naturally and more 
easily the U.S. turns her face to the 
South Pacific, the Far East and China. 
Russia has firmly established her posi- 
tion in Central Europe, the Balkans and 
the Far East, but she still looks intently 
at the Eastern Mediterranean, the 
Middle East and Manchuria. 

But there is one great difference be- 
tween the political pattern of the war 
and of the present. During the war, mili- 
tary necessity compelled an integration 
of conflicting policies into a workable 
arrangement. Now, while common in- 
terests still reconcile divergencies be- 
tween U.S. and British policies, Russia 
aggressively persists in transforming 
her wartime position as a great ally into 
a postwar status of potential opponent. 
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OVERTIME BAN TIES UP 
BRITISH PRINT SHOPS 


Labor’s limitation on work week, 
made in effort to secure more pay, 


delays fulfilling orders for years 


Reported 


from 


A union-management dispute in 
the printing industry is aggravating a 
publishing crisis in Great Britain grow- 
ing out of a labor shortage. 

Vital printing for the Government 
is being delayed, and the backlog of 
orders has become so great that new 
books are being held up as much as five 
years. More than 43,000 books are piled 
up awaiting their turn for reprinting 
and 8,800 new manuscripts are waiting 
for publication. 

Shortages of paper and labor dur- 
ing the war produced the backlog. Now 
paper is becoming available, but labor 
still is short and union printers have 
imposed a ban on all work in excess of 
40 hours a week in an effort to get more 
pay. 

This ban, which amounts to a partial 

strike, reduces printing output because 
labor shortages prevent the introduction 
of additional shifts. Unemployment 
among the industry's 180,000 workers is 
little more than 1 per cent, far below 
the normal turnover. 
@ The publishing crisis, meanwhile, is 
getting worse day by day. All printing 
plants, except those of daily and weekly 
newspapers, are affected by the overtime 
embargo imposed by 106,000 union print- 
ers. 

Government printing orders, as well 
as private jobs, are being held up. Two 
thirds of the Government's printing is 
done by private plants, and the Govern- 
ment Stationery Office, which handles the 
rest, also is involved in the labor dispute. 

Old-age pension books, needed in Oc- 
tober, are being printed in emergency 
form with coupons only for 13 weeks 
because 70 printing firms were forced to 
refuse the order. 

Winter timetables for the Southern 
Railway were delayed two weeks by the 
overtime ban and new timetables now are 
coming off the press a week after sched- 
ule changes are made. 
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Publicity catalogues for Britain’s vital 
export drive are tied up in overloaded 
plants, and Government economists fear 
this will slow down the influx of new 
orders tor British industry. 

Court decisions and magazines are 
being printed late. Several weekly pub- 
lications are coming out a week after 
date. 

Job printing of many other kinds faces 

such delays that the industry is losing 
orders to other countries. One American 
customer has diverted an order to Sweden 
because a job that normally would take 
four weeks could not be promised to him 
for delivery in less than four months. 
@ A Court of Inquiry now is investi- 
gating the dispute for the Ministry of 
Labor. Public hearings, which have just 
been completed, revealed that wages 
were the main issue, although the print- 
ers unions are basing their case on a 
demand for a 40-hour week. 

The workers, until they imposed their 
ban on overtime on August 12, were on 
a 45-hour week formally, but actually 


GOING TO PRESS 


were putting in a good deal of overtime 
at premium wage rates. Their present 
contract forbids new wage claims or 
strikes. Therefore, the unions have 
adopted the tactic of asking a 40-hour 
week with the same base pay they now 
receive for 45 hours. Overtime rates, 
which then would start five hours earlier, 
would further increase their take-home 
pay. 

The employers point out that most 
other industries are working on a 47 
or 48-hour week, and only 31 out of 212 
major industries are working less than 45 
hours. They say they cannot afford to pay 
higher wages for less work and-will be 
forced to curtail overtime and slow down 
production if they grant the union de- 
mands, 

Compromise may be recommended by 
the Court of Inquiry. But, now that the 
war is over, its decisions are not binding 
upon either party. In the final analysis, 
the dispute will have to be settled by col- 
lective bargaining. 

The workers, represented by the Print- 
ing and Kindred Trades Federation, al- 
ready have agreed to accept a 42-hour 
week, beginning October 1, if the em- 
ployers will agree to reopen negotiations 
in January. They also demand a two-week 
vacation with pay in 1947, 

The employers, who are represented 
by the Federation of Master Printers, now 
are offering a 43-hour week, starting 
January 1, and they are willing to discuss 
additional reductions after next June. 
They agreed to the vacation demand. 

The gap is so narrow now that settle- 
ment begins to appear possible. But the 
backlog of printing orders, increased 
by the overtime ban, is so great that it 
will take many years for the British 
publishing industry to catch up. 





—Keystone 


British printers face a never-ending race against time and orders 
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THE ARAB LEAGUE: A WORLD FORCE 


HWARTING ZIONISM in Pales- 

tine is the major objective of the 
Arab League, a new international 
force in a centuries-old struggle for 
Moslem unity in the Middle East. A 
British mandate, the Holy Land has 
become a British dilemma. Currently, 
Arab and British representatives in 
London are conferring on Palestine 
and its 1,200,000 Arabs, half as many 
Jews. 

Comprising the League are seven 
states that have exercised varying de- 
grees of independence since escape 
from Turkish rule. They are Egypt, 
Iraq, Saudi Arabia, Syria, Lebanon, 
Trans-Jordan and Yemen. Actions of 
the League have been mainly political, 
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The Middle East Supply Corporation, —Prese ‘Aaseletion 

an Anglo-American organization sett up TO ORGANIZE against Jewish immigration to Palestine, Arabs met in Cairo 
during the war to handle imports, dem- _—in May. Pictured are Seif el Islam of Yemen, Sheik Beshara el Khoury, Presi- 
onstrated to Arab leaders benefits of dent of Lebanon; Shukry el Kowatly, President of Syria; King Farouk of Egypt, 
a similar system in peacetime. King Abdullah of trans-Jordan and Emir Saud, Crown Ptince of Saudi Arabia. 
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VITAL LINK in the ocean road from London to India 
is the Suez Canal. Great Britain has fought tenaciously in 
two world wars to protect it. Though it is contained entirely 
within Egypt, Arabs have no jurisdiction over the Canal. 





—World Report 


A PRIME LEADER in the founding of this regional 
bloc of states.was King Farouk of Egypt. His Nile King- 
dom is a testing ground for a pattern of joint defense 
that Great Britain wants to apply to the entire Middle East. 
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—U. S. Coast Guard 
Arabs have a proverb for Britain’s widespread influence in 
the Southeastern Mediterranean: ‘The sea speaks English.” 


Britain encouraged formation of the Arab League, but 
today is the most directly affected of all Western nations. 


—International 
MOST EMINENT of all Arabs is Abdul Aziz Ibn Saud, 
King of Arabia. With his co-operation, the Arab League, 
representing 40 million people in seven countries, has 
jumped in a year and a half to first-rank importance. 
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ECONOMIC RICHES of the Arabian states are summed 
up in one word: oil. In the Persian Gulf area lies one third of 
the world’s known oil reserves. Pipe lines feeding oil to Euro- 
pean and American markets crisscross this subcontinent. 


—Planet News Ltd. 

MYSTERIOUS figure of the Middle East is Haj Amin 
el Husseini, Grand Mufti of Jerusalem. He was shown 
by German documents to have aided the Axis and he lived in 
Berlin. However, he never has been indicted as a war criminal. 


—Triangle 
Above is a general view of a stabilization plant of the Iraq 
Petroleum Company. The U.S., together with the British, 
French and Dutch, is taking more than 120 million bar- 
tels of fuel annually from wells in Saudi Arabia and Iraq. 
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| —Acme 
SECRETARY-GENERAL of the Arab League is Abdul Rah- 
man Azzam Pasha. The League has demanded a voice in post- 
war decisions and has used its influence to hasten withdrawal 
of European armies from what once were colonial areas. 
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—International 
A FESTIVAL attracting Mohammedan faithful is the annual procession of the © FRENCH TROOPS were withdrawn from} 
Holy Carpet from Damascus to Mecca. Predominantly Moslem, the Arab League _ tracted delays. Efforts of the De Gaullists top 
has been too busy with its own troubles in Palestine to scatter its fire by becoming one of the reasons behind the formation} 
deeply involved in the battle between India’s Moslems, Hindus and British. this display of unity, the French a 
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AS HOST aboard an American warship, the late President Roosevelt gained THIS SESSION of the Arab Higher Com 

the friendship of Ibn Saud. At that time, he pledged the King of Saudi Arabia Jewish immigration. Arab states now in ¢ 

that Arab wishes in regard to Palestine would be considered. The United States for an scctepeabesie Palestine, guarant 

is a relative newcomer to Arabian politics but is becoming deeply involved. proportionate representation in administrat 
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—European 
rom pytia and Lebanon last year only after pro- 
s topbtain special rights in these two states was 
tionpf the Arab League. Partly as a result of 
ded,put only after they had shelled Damascus. 


—International 
0M mittee originally rejected a request to permit 
€fonference in London have submitted a plan 
ant es, jews and Arabs. equal rights and 
rat fon. The plan does not bar immigration. 


—Acme 


THE BRITISH FLAG, symbol of the occupation of Egypt since 1882, was 
lowered at the Citadel of Cairo in July 1946. Egypt had been nominally inde- 
pendent for years but had been required by treaty to harbor British troops. Upon 
the expiration of a 10-year treaty, Egypt has declined to renew military privileges. 
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ATTENDED by representatives of the Arab League, the Palestine Conference was 
opened recently in London by Prime Minister Attlee, shown speaking. Seated 
near him (from right to left) are British Foreign Minister Bevin, three mem- 
bers of the Yemen delegation and Azzam Pasha, Secretary-General of the League. 
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ro THE CENTER of U.S. contro- 
versy on domestic issues, his views 
on American policy abroad now have 
pushed Henry A. Wallace into the larger 
arena of international controversy and 
cost him his portfolio as U.S. Secretary 
of Commerce. President Truman asked 
the Commerce Secretary to resign after 
Wallace's sensational attack on U. S. pol- 
icy toward Russia and Britain began to 
have disturbing repercussions abroad. 

Wallace had progressed from the do- 
mestic to the international stage before 
this, however. He made numerous tours 
of Latin America as the personal emis- 
sary of the late President Roosevelt, in 
support of the Good Neighbor policy. 
Later, Wallace traveled to Siberia and 
China, bearing a message from Roosevelt 
to Chiang Kai-shek. 

What Wallace saw and heard on those 
trips now shows up in his attacks on 
U. S. international policy. 

While the latest controversy deprives 
Wallace of his post in the President’s 
Cabinet, it emphasizes what he has to 
say about international affairs. He is now 
free, furthermore, to say more. Indica- 
tions are that he will, along the same 
lines. 

Wallace thinks the present U. S. policy 

is directing the world away from peace 
and toward war. He advocates giving 
Russia more of what she wants and 
giving Britain less. He would divorce 
U.S. policy from Britain’s, keeping an 
eye open for what he suspects to be 
British imperialism. He would discard 
the U.S. proposal for controlling the 
atomic bomb and give more favorable 
consideration to the Soviet proposal. In 
short, Wallace would have the U.S. 
move closer to Russia and farther away 
from Britain. 
@ Wallace’s views on international af- 
fairs have been acquired without benefit 
of formal training in the diplomatic serv- 
ice. Wallace, in fact, often pokes fun at 
the diplomats and their dignified head- 
quarters, the Department of State. At 
the same time, Wallace has for several 
years been devoting more and more of 
his ubiquitous attention to the problems 
with which diplomats deal. 

Two areas, in particular, interest him. 
These are Latin America and Russia. 
Here, Wallace has said, are the areas 
with the greatest possibilities during the 
next 50 years. He believes that American 
friendship, trade, and loans ought to go 
especially toward these countries. 

Wallace sees Latin America as a 
neglected opportunity, though right in 
America’s back yard. As Secretary of 
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—International 


EX-SECRETARY WALLACE 
Luther Burbank of peace 


Agriculture, he promoted the exchange 
of scientific knowledge and materials 
with Central and South American coun- 
tries, and pushed the Pan-American 
Highway farther along. Then, because 
he wanted to understand the people at 
first hand, Wallace decided to learn 
Spanish, an accomplishment that he en- 
couraged his associates in the Depart- 
ment of Agriculture to emulate. 

One practical result was that Wallace 
was equipped to visit Latin America as 
good-will ambassador during his Vice 
Presidency. On these trips, representing 
the President, Wallace made public ad- 
dresses in Spanish, to the surprise of the 
Latin Americans. He talked the Good 
Neighbor policy, visited slums and dis- 
tressed areas in between formal dinners, 
and urged anti-Communists to cultivate 
friendship with Soviet Russia. He visited 
most of the countries to the South and 
acquired a reputation as the leading 
friend of Latin America among _ the 
Yankees. 

Wallace in Russia. The trip to the 
Soviet Union followed the Latin-Ameri- 
can visits, but this time there was an 
element of domestic politics involved. A 
revolt was brewing among _ Southern 
Democrats against a fourth term for 
Roosevelt. The Democratic Convention 
was coming up. The idea occurred that 
Wallace might be sacrificed to appease 
Southern conservatives. So, in May of 
1944, it seemed like a good idea to have 
Henry Wallace take a trip outside the 
country, a trip that would keep him well 





Larger Arena 


occupied while Democratic leaders laid 
their plans to nominate somebody else as 
Roosevelt’s running mate. 

Wallace himself, however, merely ex- 
plains that the President wished him 
to explore the economic problems on 
both sides of the Chinese-Soviet border, 
in order to suggest ways to avoid fric- 
tion between China and Russia after 
the war. 

Between May 20 and July 10, 1944, 
Wallace traveled 27,000 miles, going by 
air from Washington to Alaska, across 
Siberia and Outer Mongolia, into Nation- 
alist China and then back to Washington. 
He avoided Communist China on instruc- 
tions from the President, who feared a 
Wallace visit to Yenan might dilute the 
significance of the call on Chiang Kai- 
shek, which was the official purpose of 
the mission. The visit to China, in any 
case, was of less interest to Wallace than 
his tour of Siberia, where he spent two 
thirds of his time. 

What the Russians were doing in 
Siberia fascinated Wallace. He found it 
humming with activity, industrially and 
agriculturally. He visited steel mills and 
collective farms, wandered into archeo- 
logical museums, listened to Russian folk 
music and compared notes with Soviet 
scientists and farmers. The resources of 
the area, and the possibilities for a sen- 
sational development during the next 50 
years, excited his imagination. 

Wallace took pains to meet and talk 
with all sorts of people. He had prepared 
himself, as he had for his trips to Latin 
America, by learning the language. The 
people of Siberia, he later said, impressed 
him as vigorous workers with robust 
minds, “not unlike our farming people 
in the United States.” What some Amer- 
icans interpret as Russian distrust and 
suspicion of other nations, Wallace found 
to be largely “the natural cautiousness 
of farm-bred people.” 

Stalin, Wallace was told by Soviet 
diplomats, did not favor world revolu- 
tion. Instead, the Russian leader thought 
his country must concentrate on building 
up its economy. Nor did Russia seem 
interested, Wallace thought, in territorial 
expansion in the Far East. 

@ International plans. Filled with en- 
thusiasm for the possibilities of friend- 
ship and trade between Russia and 
America, Wallace, on his return, pro- 
posed various joint projects. He sug- 
gested an inter-Arctic conference of the 
U.S., Canada and Russia to explore the 
common problems of developing’ the Far 
North. He advocated a steady exchange 
of businessmen, scientists and students. 








He envisioned a combined highway and 
airway from Southern South America 
across the United States, Canada and 
Alaska, into Siberia and on to Europe, 
with feeder highways and airways into 
China, India and the Middle East. When 
he outlined this to Vyacheslav Molotov, 
Soviet Foreign Minister, Molotov said no 
nation could do it by itself, but he added: 
“You and I will live to see the day.” 

In possibilities of this sort, Wallace 
sees both an exciting future and the only 
hope of the world for peace. And to 
Wallace, as to U.S. officials who are 
charged specifically with the responsibil- 


ity, peace has become the most important 
problem in the world today. 

“Sometimes while at work in the gar- 
den,” Wallace wrote recently, “I have 
occasion to reflect about keeping the 
peace, which is becoming more and more 
world job No. 1, and is much like keep- 
ing a garden in good order. You have to 
work at it day in and day out, otherwise 
the rains wash away the soil and weeds 
get so deeply rooted that it is impossible 
to pull them out without destroying 
many good plants as well.” 

Wallace will now be free to spend 
more time in his garden. 


DALTON: Britain’s Santa Claus 


HE UNITED STATES now is to get a 

look at a rare type of government 
official, a popular tax collector. Great 
Britain’s Chancellor of the Exchequer, 
Hugh Dalton, called to Washington to 
meet with other Governors of the Inter- 
national Bank, has imposed the stiffest 
taxes the British have ever borne in 
peacetime. But he has become known as 
“Labor’s beardless Santa Claus.” 

Dalton got his Santa Claus title from 
Britons, who are grateful for little favors, 
when he recently announced a small tax 
bonus. His popularity dates back to a 
year ago, however, when he promised the 
financial world a nearly balanced budget 
in Britain and stock markets zoomed. 

A powerfully built man, 6 feet 3 inches 
tall, Dalton has a laugh like*a high 
explosive and a thundering voice. His 
confidential conversations over the dinner 
table in the House of Commons always 
flood the entire room. 

The Socialist economist inherited his 
vocal cords from his father, an Anglican 
canon who tutored kings and princes and 
was chaplain to the royal household at 
Windsor Castle during Dalton’s youth. 
At one children’s party at the Palace, 
Queen Victoria looked around with an- 
noyance and commented: “What a loud 
voice that child has . . . just like his 
father.” 

Young Hugh, in turn, is supposed to 
have told the British sovereign: “Go 
away, Queen. I’m eating cake.” 

Tremendous drive and ability as an 
economist made Dalton a leader of the 
right wing of the Labor Party. But he 
was never too well known politically 
until he took on Britain’s most unpopular 
job, that of tax collector. Labor critics 
used to accuse Dalton of smashing minor- 
ity movements within the party. Conserv- 


atives always rankled when they thought 


of his warning: “No more five-figure 
incomes in peace or war!” 

@ How to win friends. Nevertheless, 
since his appointment as his country’s 
financial chief, Dalton, at 59, has won 
the plaudits of most Britons. Despite his 
insistence on high taxes (starting at 45 


per cent on most incomes) and “austerity 
living,” British newspapers called his 
budget “almost miraculous.” 

Dalton pleased the poor by boosting 
levies on the rich and exempting 2% 
million taxpayers with low earnings. He 
pleased the middle-income groups with a 
3 per cent tax cut that they did not ex- 
pect. He also surprised big business by 
abolishing the excess profits tax. 

Moderation again was Dalton’s guide 
in nationalizing the Bank of England. 
He gave such generous terms to the 
Bank’s shareholders that one Liberal 
Party politician, with a twinkle in his 
eyes, predicted a national demand from 
other industries for “socialism in our 
time.” 

@ Economist. Dalton joined the Labor 
Party after World War I, after five years 
of service in France and Italy had con- 
vinced him that only socialism could pre- 
vent wars. He was a valuable asset in 
policy planning. Before the war, young 
Dalton had left Windsor Castle to study 
at Eton and Cambridge. He won a 
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POPULAR TAX COLLECTOR 
Chancellor of the Exchequer Dalton 


scholarship at the London School of 
Economics and became a lecturer there 
at 27. 

A lawyer, too, Dalton wrote prodi- 
giously and won many adherents for 
Labor. He produced half a dozen books 
on socialism, economics and peace. One 
of these, “Principles of Public Finance,” 
went through 10 printings. 

Dalton first stood for Parliament in 
1922 and fought four other election 
campaigns in 30 months before winning 
a seat. His wife, Ruth, was elected to 
Commons in 1929, and they became the 
third couple in British history to serve at 
the same time. 

A talented linguist, Dalton became 

Undersecretary of Foreign Affairs in 1929 
but resigned in 1931 when Prime Min- 
ister Ramsay MacDonald formed a coali- 
tion Cabinet. Dalton lost his seat in Com- 
mons and returned to his faculty post at 
the University of London until his re- 
election in 1935. 
@ World War II brought Dalton irto 
the Churchill Cabinet as Minister of Eco- 
nomic Warfare. He introduced the “navi- 
cert” system, directed the blockade and 
selected industrial targets in Germany for 
Britain's bombers. During the Battle of 
Britain, he slept in a basement shelter 
between boiler pipes, often reading in 
bed until 4 a.m. 

Later, Dalton became President of 
the Board of Trade, a post similar to 
that of the U.S. Secretary of Commerce. 
His “austerity” regulations, limiting what 
Britons could buy, made  shabbiness 
patriotic. 

Dalton himself remained one of the 
best-dressed men in Parliament through- 
out the war. He possesses a comfortable 
private income and is noted for his large 
wardrobe, which is conservative but 
expensively tailored. 

The vigorous Laborite habitually works 
until 1 a.m. and drives his staff hard. 
His favorite phrase is “The price of 
progress is perpetual prodding.” He 
rarely finds time any more for chess, 
tennis or digging in his Wiltshire garden. 

When Britain’s finance chief does take 
a weekend off, his work usually goes with 
him, but he manages to find time occa- 
sionally for long walks in the country, 
his favorite recreation. 

As Chancellor of the Exchequer, Dal- 
ton controls all new capital investments 
in Britain, channeling them into indus- 
tries of the greatest importance to the 
nation, rather than into business that can 
make the greatest profits. He also controls 
expenditure of the U.S. loan to Britain. 

So far, high prices in the U.S. have 
led Dalton to husband the U.S. loan. 
Now, during his visit to Washington, he 
is to explore with U. S. officials the possi- 
bility of boosting purchases of consumer 
supplies and semiluxuries for goods- 
hungry Britons. If he succeeds, Britain’s 
No. 1 tax collector may sew up his title as 
Britain's No. 1 Santa Claus. 
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Life Around the World 


Hotel des Indies provides a bright spot 


in overcrowded and listless Batavia 


BATAVIA 

HIS ONCE RICH and beautiful capital 

of the Netherlands East Indies Gov- 

ernment is today an over crowded, list- 

less and unhappy city. The shops are 

nearly empty, food is strictly rationed 

and the islands’ overseas trade, on which 

the Dutch largely depend for their ex- 
istence, is almost at a standstill. 

Much of the fabulously wealthy islands 
of Java and Sumatra, famed for their 
sugar, tea, coffee, tapioca, vegetable oils, 
quinine, rubber, metals and oil, is in the 
hands of the rebellious Indonesians. 

In the interior, according to reports 
here, there are stockpiles of some of 
these products, including 1 million tons 
of sugar, but none of these vital raw ma- 
terials can be reached now. What raw 
materials are in the hands of the Dutch 
can’t be transported with any degree of 
safety to the ports. 

War with Japan ended more than a 
year ago, but thousands of Dutch men, 
women and children still are in intern- 
ment camps in the interior, living as semi- 
captives of the so-called “extremists.” 

Your first impression is that Batavia 
suffered little from the war. Modern 
buildings in the business district and elab- 
orate homes on the boulevards, once re- 
served solely for wealthy Europeans, 
were kept up during the war and don't 
even need a coat of paint. But few of the 
original owners or tenants are in the 
offices or homes. The space is presently 
occupied by officials of the Military Gov- 
ernment and European businessmen. 
Hardly anyone pays rent, and no bills 
are received for the feeble electric power 
or the water. 

The Hotel des Indies, tamous through- 
out the world, is taking guests again after 
long service as a recuperation center for 
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Dutch internees. During the war, the 
hotel’s suites and bungalows were popu- 
lar with the Japanese High Command. 
That is easy to understand, because they 
include a spacious sitting room and a cool 
porch, equipped with rattan furniture. 
The bedroom has a section enclosed by 
screens that eliminates the need for a 
mosquito net. There also is a big electric 
fan and a roomy tile bathroom. 

It costs $10 a day to live at the hotel. 
Three meals, prebreakfast coffee and tea 
in the afternoon are included. The man- 
agement apologizes for the food and 
won't believe it compares favorably with 
that oftered in American hotels. Meals 
include tough but tasty Bali-beef, ample 
fruits and vegetables, fried rice, curry, 
occasional fish dishes, duck eggs, canned 
meat and vegetable stew. Bread is served 
only for breakfast. 

On Sundays, the des Indies once again 
offers its famous Rijsttafel. This is served 
by approximately 25 liveried waiters, who 
weave throughout the dining room, seeing 
that each guest gets some of each dish. 
Rijsttafel literally means a rice table. Ac- 
tually, you start with a small portion of 
rice, which is followed by all kinds of 
vegetable, fish, fowl and meat dishes. 

On Wednesdays, the hotel serves Nassi 
Gorens, the Indies’ second most famous 
dish. This consists of a huge platter of 
fried rice that has mixed into it many 
delicacies, mainly meat and fowl. 

Guests like to recall how a few months 
ago they were forced to clean their own 
rooms and do their own laundry, how 
fruits and vegetables were almost impos- 
sible to obtain and how the lobby was 
machine-gunned by “extremists.” As the 
Dutch extended their authority, however, 
hotel employes and vegetables began 
coming back into the capital. Now service 
is excellent. Every room has a “boy,” each 
table a waiter, and you can get your 
laundry done in four hours. 

Dutch officials, however, cannot afford 
such places as the Hotel des Indies. They 
live crowded in private homes and must 
get along on rationed food. Department 
heads, whose salary is the equivalent of 
$400 a month, draw only $50. The rest is 
credited to their account and is to be 
paid when the Dutch Treasury is in better 
shape. Only those whose salary is less 
than $35 a month can be paid in full. 











Two types of ration cards are issued. 
An “R” (rice) card if you receive less 
than $40 a month and a “B” (bread) card 
if you are paid more. Holders of “R” cards 
get about 10 pounds of rice every 10 days, 
salt fish and an occasional can of corned 
beef. Holders of “B” cards get roughly 
four slices of bread a day at a cost of 7 
cents. Children get a can of milk every 
10 days, but there is seldom any for 
adults. 

Every 10 days you get a single tin of 
corned beef, meat and vegetable stew, 
and either salmon or sardines. Last week 

% pounds of raw sugar was issued, but it 
was the first issue in a month. Next week 
a ration will give the Dutch their first 
taste of smoked herring in five years. 

Fruits and vegetables are not rationed, 
but prices generally are higher than the 
Dutch can pay. A dozen bananas, which 
before the war cost 5 cents, now are $1. 
Onions, which were 1 cent a pound, now 
bring 50 or 60 cents. 

Because the gas plant isn’t functioning, 
all cooking is done -with charcoal. As a 
result, charcoal prices have soared 100- 
fold. Clothing is scarce. Most Dutchmen 
own only the two military-type uniforms 
that were issued to them when they were 
freed from the Japanese. Shoes of cheap 
leather and poor construction cost 35 
guilders, which represents nearly one 
fourth the monthly pay of a Government 
official. There has been no back pay for 
Dutch soldiers since they were liberated, 
and nothing has been done to assist Dutch 
merchants who suffered heavy losses dur- 
ing the war. 

The American businessman fares better 
than the Dutch civil servant, but he, too, 
has his troubles. Some U.S. firms have 
hundreds of thousands of guilders on de- 
posit in Batavia banks, but their repre- 
sentatives find it difficult to get at these 




















sernifrozen funds. The Dutch Govern- | 


ment will release limited amounts, but 
only if satisfactory proof is supplied that 
the money is necessary for rehabilitation. 
The Government will release money to 
pay the hotel bills of Americans but will 
not approve “chits” for drinks. Besides, 


getting approval to release your own 
funds involves so much red tape that 
some Americans have given up and gone 
home. 
Life isn’t what it used to be in these 
once rich and happy islands. 
F. H. 


Watchful waiting is the dominant activity 


along the Morgan Line 


VENEZIA GIULIA 

LL ALONG the Morgan Line, which di- 
A vides the Yugoslav and Anglo-Amer- 
ican occupation zones in this troubled 
Italian Province, there is watchful wait- 
ing. Waiting for the Foreign Ministers or 
the Paris Peace Conference to do some- 
thing. Waiting for Tito to “come down 
the mountain.” And, in the case of the 
American G. I.’s and the British Tom- 
mies, waiting to go home. 

No one is particularly interested in the 
Morgan Line, except that it interferes 
with normal activity and is an unseen 
threat in an unknown future. Most of the 
people on both sides of the Line are Slo- 
venes. They are rather bored with it all 
and sometimes mildly irritated. Showing 
a pass to move from one zone to another 
is annoying. Standing guard on an iso- 
lated stretch of road, eight hours a day, 
is a lonely pastime. 

The fatalistic apathy of the Slovenes 
is reflected in the American and British 
armed guards and patrols, who protect 
the 50 outposts sprinkled along the Line. 
Each outpost has two American or Brit- 
ish guards and a barrier stretched across 
the road. From 30 yards to a mile away, 
the Yugoslavs have a similar setup. 

During a trip I’ve just made along the 
entire length of the Line, I ran into many 
G. I.’s who have never seen a Yugoslav 
soldier and only a few who had talked 
with one. Most of the road- 
blocks are out of sight of one 
another. Despite the bitter 
international friction over 
Trieste and Venezia Giulia, 
you feel little tension along 
the Line. All the G. L.’s have 
the same story: The “Jug” is 
a decent enough Joe. He is 
sloppily dressed and pretty 
dirty but not unfriendly. The 
civilians, including the girls, 
are friendly. 

Civilians are permitted to 
pass to and fro across the 
Line if they carry passes. All vehicles 
and farm wagons are searched for hid- 
den weapons, but no weapons have been 
found, and there have been no “inci- 
dents.” The Slovene peasants lead quiet 
lives and only wish the outsiders would 
leave them alone. 

South of Tieste, the Line runs through 
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rolling, rocky country with sparse vege- 
tation. A few miles north it passes through 
sweeping valleys of corn and vegetable 
fields. On the eastern side are high, 
wooded mountains—“Titoland,” as the 
peasants call it. On the west the hills 
slope gradually down to the sea. 

At Gorizia, headquarters of the 88th 
U. S. Infantry Division, the scene changes 
abruptly. There the Line follows the 
Isonzo as that deep-green river winds 
through tortuous gorges. On either side, 
the mountains rise straight up. 

The countryside is dotted with tiny vil- 
lages, huddled under their uneven red 
roofs. From a distance, only the church 
steeples in the villages can be seen stick- 
ing up through the trees. There’s little to 
be done in the fields now, and the whole 
countryside seems wrapped in peace and 
quiet. 

Slovenes living on the Anglo-American 
side of the Line are divided in their sen- 
timents toward Marshal Tito. They fall 
roughly into three groups. The majority 
would greet Yugoslav domination philo- 
sophically but without enthusiasm; they 
like their native land but prefer it with- 
out Tito. The next largest group is com- 
posed of fanatic followers of Tito. They 
are the only really positive people you'll 
find. They know what they want and are 
going after it to the best of their ability. 

The last and smallest group is the 
openly anti-Tito minority 
who, if Tito wins the area, 
will take to their heels with 
whatever they can _ throw 
together in a hurry. 

The one feeling unifying 
them all is hatred of Italy. 
Although most Slovenes get 
along with the average Ital- 
ian, the memory of Fascist 
treatment is still much too 
vivid for them to view Italian 
control with anything but 
horror. 

Most of Tito’s avid sup- 
porters are to be found along the north 
end of the line. Many lost. fathers, 
brothers and sons who fought with the 
Partisans, and Tito has promised them 
that their sacrifices will not go unreward- 
ed when he takes over. 

Many of the men work in the lead and 
zinc mines across the Line in the Yugo- 





slav sector. They say that conditions are 
good and that they are well paid. Hence 
their enthusiasm for Tito. They seem to 
feel that communism is very similar to 
fascism, but emphasize one difference. 
Fascism, they say, benefited only a few, 
whereas Tito’s regime will benefit all. 
There is liable to be some terrorism, they 
add, but only against the minority, and, 
after all, it’s the majority that counts. 

At Caporetto, scene of a disastrous 
Italian defeat in World War I, the peo- 
ple are somewhat less enthusaistic about 
Tito than their brothers to the north. 

From many talks with men and women 
along the Line, I got a strong impression 
that, if Tito “comes down the mountain,” 
all but the die-hard anti-Communist Slo- 
venes would accept him without a mur- 
mur. They all seem to feel that work 
would be better under international rule 
but fear that it would promote constant 
rivalry among political factions. 

All are sick of fighting, threats, repri- 
sals, beatings and ultimatums. They will 
accept anything they get and hope for 
the best. Maybe, they say, Tito can suc- 
ceed in unifying them in peace. What 
they want most is to eat, sleep, work and 
take care of their families in peace and 
quiet. 

The anti-Tito die-hards are scared. 
You have a difficult time getting them to 
talk about conditions, because they fear 
what might happen to them. I asked a 
man in Caporetto what he thought about 
Tito, and he froze in his tracks. After 
looking around for a moment, he whis- 
pered: “If Tito comes down the moun- 
tain, I'll have to get out. I'll lose every- 
thing I have, but I'll keep my life.” Sud- 
denly he shut up and started whistling. 
A group of three or four youths was walk- 
ing past. 

The people along the Morgan Line are 
unhappy about their plight but don’t. 
know what they can do about it, except 
wait. They have a growing fear that they 
will always be caught in the age-old strug- 
gle between the Slavs and the Italians, 
between the East and the West, but most 
are resigned to whatever the future holds. 
Today, only those who are for Tito, come 
hell or high water, are eager to get the 
ball rolling; the rest are tired and want 
peace, whatever the price. 

J. W. M. 
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Policies that will guide the oper- 
ations of the World Bank and Interna- 
tional Monetary Fund through their first 
year of actual operations now are being 
formulated in Washington. 

Weeks will go by, however, be- 
fore the Bank is ready to finance recon- 
struction loans for member countries, and 
it will be months before the world can 
judge the effectiveness of the two in- 
stitutions created to strengthen and 
stabilize international finances. 

Governors of the Bank and Fund will 
be in session a week or more, but their 
immediate job is to fix technical rules 
for carrying out the currency reforms 
decided upon at the monetary confer- 
ence in Bretton Woods, N. H., two years 
ago. Participating in the policy-making 
meetings are finance ministers and heads 
of central banks of most of the trading 
nations of the world. 

@ Meetings of the Governors does not 
mean that the two organizations are yet 
ready to embark on their missions of 
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Governors formulating policies for 
stabilizing world economy. Agencies 
to be open for business by Christmas 


keeping world currencies on an even 
keel and of lending money where it 
will do the most good for postwar re- 
construction. 

Best estimates are that the Fund and 

Bank will open for business sometime 
between Thanksgiving and Christmas, 
with the Bank probably starting first. 
@ Problems before the Governors, in 
addition to providing signposts for cur- 
rency stabilization and refinement of 
policies for making loans, include con- 
sideration of applications for new mem- 
berships, requests for quota adjustments, 
bylaws for the two organizations and 
decisions on whether to extend the time 
for charter membership of nations which 
signed the original agreements but haven't 
yet joined up. 

Russia is one of the latter countries, 
but her absence from the current con- 
ferences, except possibly in the role of 
observer, is not likely to impede the 
programs. Some of Russia's satellite 
states will be represented. 





—French Press & Information 


FRANCE’S SCHUMAN 
Three of the Governors of the World Bank and Fund who are shaping its policies for the first year 
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WORLD BANK AND FUND PREPARE 
FOR FIRST YEAR’S OPERATIONS 


@ Advice of private bankers is being 
sought by the Governors, in addition to 
that of the American delegates, because 
the dollar is the currency most in demand 
today and the bulk of the money to be 
loaned will be raised in the American 
market. The Governors are anxious to 
get co-ordination in the expansion of 
public and private financing for world 
trade. 

For this purpose, they are consulting, 
while in the U.S., the six bankers and 
six industrialists who are members of 
President Truman’s Committee for Fi- 
nancing Foreign Trade. 

The Fund and Bank, when operative, 
will have combined resources of more 
than 15 billion dollars. The bankers and 
industrialists of the President’s Commit- 
tee represent interests controlling billions 
more. 

@ Currency stability, the objective of 
the International Fund, is important to 
all businessmen and workers, even though 
the apparent complexities of the subject 
may make it seem remote. These are the 
links: Many industries able only to break 
even in their own countries can operate 
at a profit when they have customers in 
other lands. Farm surpluses often can be 
disposed of without price reductions or 
government controls when purchasers 
abroad have the money to pay for needed 
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food. But sellers are unwilling to enter 
into contracts for future payment on such 
transactions when they must gamble on 
the possibility of changes in the value of 
the currency with which they are to be 
paid. 

With the kind of assurance the Fund 
contemplates, they will go ahead and 
ship their products. Thus, employment 
can be maintained and farm income can 
be protected. 

Relations between governments are 
affected, too, by exchange stability—or 
lack of it. In the past, sharp fluctuations 
in currencies have brought about ex- 
change controls and other trade restric- 
tions. 

Operation of the Monetary Fund will 
be a form of exchange control, but the 
big difference will be direction by an 
international board and not by one-sided 
actions of individual governments. Ac- 
tivation of the Fund will mean a return 
to gold as an international standard for 
measuring currency values. 

Already the U.S. and Great Britain 

have gone on record that they will ask 
no change in current par values of the 
dollar and the pound. With those two 
nations handling about 70 per cent of 
world trade, the Fund’s Governors are 
confident that their remaining problems 
will be minor ones. 
@ Long-term loans to foster postwar 
reconstruction are the principal concern 
of the World Bank. Governors of the 
Bank are not devoting too much attention 
to the problems of raising money for 
relending to member nations. That is 
the province of President Eugene Meyer 
and the executive directors, who now are 
established on a full-time basis in their 
Washington headquarters. 

Strength of the Bank’s loans will be 
enhanced if the Monetary Fund is able 
to operate successfully and if the value of 
currencies on loan is preserved with rela- 
tively little change. Long-term credits to 
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countries temporarily burdened with un- 
favorable balances of trade will help them 
to maintain the integrity of their cur- 
rencies. Thus the two institutions will 
provide mutual support. 

The Bank, for the most part, will op- 
erate by guaranteeing loans made by 
private investors or by making loans with 
funds borrowed from private investors. 
Until many nations have recovered more 
fully from the war and have re-estab- 
lished their international credit, such en- 
couragement will be necessary to bring 
borrower and lender together. But there 
are today a number of countries which 
were not weakened by the war or were 
not too greatly strained by occupation. 
They will get special attention from the 
committee of U.S. bankers and indus- 
trialists, headed by Winthrop W. Aldrich. 

@ Direct loans for shorter periods by 
commercial banks and _ individual in- 
vestors—loans that will not obligate the 
World Bank’s reserve fund for guarantees 
—are to be promoted by the Aldrich 
Committee. Through the summer its staff 
has been accumulating material and ar- 
ranging it for consideration by the Com- 
mittee members. 
@ A prosperous U.S. is important to 
the future stability of world economy, 
and Governors of the two Bretton Woods 
institutions are concerned over present 
snags in the progress of American busi- 
ness. 

Evaluation of short-term prospects in 
the U.S. by the Governors of the Bank 
and Fund will have considerable influ- 
ence on the policy decisions now being 
made. 

For the long pull, however, the aim 
is to get the two organizations into strong 
positions, supplemented by other ma- 
chinery of the United Nations, so that 
no one country will dominate interna- 
tional business. The American delegates 
are going along with their fellow Gov- 
ernors in working toward that goal. 
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INDIA’S DESHMUKH 
Far Eastern Governors at policy-making sessions 
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FOOD SCARCITY SPEEDS 
FARM MECHANIZATION 


British would distribute equipment 
through the U.N., but shortage of 
tractors presents major difficulty 


Reported from LONDON 
and WASHINGTON 


An acute shortage of draft ani- 
mals and motor power on the world’s 
farms is speeding up the mechanization 
of agriculture on every continent. 

Europe’s liberated countries, in 
which nearly 3 million draft animals were 
killed during the war, are restoring their 
farm production on a mechanized basis. 
South America is following the same 
trend because inflation makes the old 
methods unprofitable. Asia will begin 
using machinery on 10 to 20 million 
acres that India and China hope to open 
up for agriculture in a few years. 

The effect now is a severe shortage of 
tractors and motor-drawn equipment. The 
eventual result will be bigger harvests as 
mechanization raises the yield per acre 
and brings more land under cultivation. 

Proposals now are being made to en- 
courage this trend through international 
action. 
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q A British plan is to mechanize agri- 
culture as rapidly as possible by furnish- 
ing equipment through the United Na- 
tions. Later, an international group would 
regulate agricultural production, prices 
and exports. This scheme, worked out by 
the World Trade Alliance Association, is 
supported by British officials who are 
working for its adoption by the U.N. 
Food and Agriculture Organization. 

The first step would be to send trac- 
tors and tractor-drawn equipment to 
farmers in the less mechanized areas, 
at the rate of 200,000 units a year. For 
three years, beginning with 1947, the 
FAO would sell the machinery to govern- 
ments of the receiving countries, which 
would resell them to the farmers and 
collect on easy terms. The program would 
be financed by World Bank loans of 
400 million dollars a year. 

The areas to be mechanized contain 


CLEARING LAND IN KENYA COLONY 
Africa’s ratio is one tractor to 1,200 acres 
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55 per cent of the 1% billion acres that’ 
produce the eight crops that provide ™ 
most of the world’s food—wheat, corn, 
rice, rye, oats, barley, potatoes and 
sugar beets. : 

European countries involved have | 
about one fifth of the world’s wheat © 
acreage and are big producers of rye, 
oats, barley and potatoes. There is one ~ 
tractor to 1,100 acres of land planted to — 
the eight crops. 

In the Asiatic areas are 94 per cent 
of the world’s rice land, one fourth of 
the wheat land and one fourth of the — 
land planted to barley. 

The countries of Latin America have 
about 15 per cent of the corn acreage and 
operate one tractor to 1,400 acres planted 
to the eight crops. 

The farm area of Africa contains 35 
million acres on which the main crops 
are grown. There is one tractor to 1,200 
acres. : 

The increase of production that would 
result from mechanizing these farming 
areas would be kept under international 
supervision. 

Controls would be set up through inter- 
national agreements to be renewed every 
five years. Committees, under a world 
council, would fix production schedules 
and prices, supervise exports and initiate: 
developments in backward covntries. 

There are obstacles to carrying out 
the plan, however, in both the immediate 
and later stages. 

@ The main difficulty is that there are 
not enough tractors to go around. 

Total output, excluding the U.S.S.R., 
will have to be raised to 500,000 units in 
1947 if the program is to succeed. The 
plan assumes a U. S. production next year 
of 370,000 tractors, or 40 per cent more 
than the 1945 output, and a British 
production of 100,000, which would be 
four times the 1945 figure. The remaining 
30,000 are expected to come from fac- 
tories in Europe. 

U.S. production of tractors this year 
has been held down by strikes and is not 
likely to be much higher than in 1945. 
Most of the tractor plants in Europe have 
not yet resumed production. 

The 500,000 units desired for 1947 also 

would have to provide replacements for 
the 2% million tractors now in use outside 
Russia. 
@ Prospects are that the British plan 
will fail at the beginning because of a lack 
of tractors and that later many govern- 
ments will refuse to accept the proposed 
control over their economies. But agri- 
culture will continue to use more ma- 
chinery, whether there are any programs 
or not, as long as the shortages of food 
and power exist, 
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U. S. hopes and aspirations for world trade now are open for inspection..... 
Program for freeing trade of restrictions is the U.S. suggestion for combat- 
ing the commercial ills of the world. 
Charter for an International Trade Organization is to be championed by the 
U.S. delegates at the forthcoming meeting in London of major trading countries. 
Other countries will try to modify many aspects of the proposals. 
For example, Britain doesn't like the anticartel provisions, is lukewarm about 
commodity agreements, is likely to want to hang on to preferential tariffs. 
Underindustrialized countries, such as Australia, New Zealand, India, Brazil, 
probably will favor tariffs and export subsidies, both on the U.S. "bad" list. 
U.S. officials, privately, don't expect the U.S. proposals to be accepted as a 
unit: hope changes, forced by other countries, won't be too drastic. 
Interesting point is that the U. S. Congress has not specifically approved 
the line to be thus laid down at London. 
The U.S. proposals are discussed in some detail on page 20. 





















































Meanwhile, current attention in the U.S. and elsewhere focuses on priceSeee.. 

Uptrend in commodity prices on world markets continues to force the hand of the 
Office of Price Administration. 

Ceilings on linseed oil were raised again, and Argentina finally agreed to 
sell to the International Emergency Food Council. The U.S. will get a share. 

Brazilian castor beans are needed badly, so ceilings are raised 40 per cent. 

Cocoa transactions will be at a standstill until the OPA takes price action. 

Sugar prices now will rise with increases in the U.S. cost of living. 

Little zinc can be bought abroad at present ceilings. Subsidies on zinc seem 
out of the question, so OPA action is indicated. 

Fine wool is another problem. The American trade is concerned over inability 
to compete effectively in overseas markets because of OPA price ceilings. 

OPA retreats, in most instances, are likely, although OPA officials are much 
more stubborn about adjusting ceilings on imported commodities than on domestic. 





















































Price problems also loom in RuSSid..ee. 

The Russians ordered prices of rationed goods increased and prices of unra- 
tioned goods cut, so that they both would approach a common level. 

Wages of low-paid workers, meanwhile, are to be raised. 

Bread rationing will not end until next year. 

Continued jockeying of prices and wages indicates internal tensions. 











In France, too, wage=-price problems persiSte.ee. 

Sharp price rises this month and last are rapidly wiping out the effects of the 
blanket increases in wages decreed in July. 

Food prices are effected most: meat, dairy products and wheat. 

Further wage demands are to be expected in the near future. 

French tug of war between wages and prices contrasts sharply with Belgian pol- 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


icy of freezing both elements and providing the death penalty for black marketing. 


Holland is to embark on a national campaign to force prices down..... 

Idea is to relieve pressure for higher wages. Dutch plan is like Belgium's: 

Set maximum wages and freeze them, meanwhile lowering prices by edict. This 
plan, if successful, would help Holland to sell more on world markets. 





The export drive in Holland is all-important..... 

Before the war, Holland always balanced off an import surplus with such things 
as income from investments abroad, payments for shipping and insurance. 

But now, the Dutch Government cannot count so heavily on these forms of 
income; is aiming at balancing imports with exports. 

This year, the trade deficit will be huge--about 550 million dollars--as ma- 
chinery, equipment and raw materials are bought abroad for reconstruction. 

But by 1948, as production recovers, a balanced trade is hoped for. 

To do this, the standard of living of the Dutch may have to be kept low. Exports 
already have priority over the home market. Textiles are an example. 

Holland's exporters hope to get a good slice of Germany's former markets for 
exports. They look particularly at Latin America, Africa and Russia. 




















British coal still is a touch-and-go proposition..... 

Ordinarily, a surplus is built up during the summer to tide over the winter. 

This year, the surplus, so far, is small. It looks as if Britain will go into 
the cold weather with coal stocks scraping the minimum necessary to keep her fac- 
tories and power plants running at high levels and her people warn. 

Significance of this is that industrial production may be held back this 
winter. Clearly, there will be less coal this winter than for the two years past. 














The trouble in coal production in Western Europe is not so much shortage of 
miners as decreased efficiency. 

Over all, employment in the coal mines is 5 per cent higher than before the war. 

But productivity is low. Main reasons; food shortages in Germany, use of large 
numbers of prisoners of war and worn-out equipment. 

In worker efficiency, Britain makes the best showing. But even there, produc- 
tion per man is only 88 per cent of the prewar level. 

French zone of Germany comes next, with 8l per cent of the prewar rate; the 
"“work-to-eat" policy of the French pays off. 

In Belgium, the figure is 75; in France, 71; in Holland, 52. 

Least efficient are the miners in the important Ruhr and Aachen sections in the 
British zone of Germany, where food shortages and physical weakness go hand in hand. 

Other aspects of the European coal situation are given on page 10. 





























British-Argentine agreements carry these implications; 

Arrangements on sterling balances really don't unblock substantial funds. 
This means that the Argentines, to reduce their blocked sterling, still will tend 
to buy British goods in preference to others. Low interest to be paid on balances 
remaining in London was a victory for Britain; may presage even more favorable 
settlements with Britain's big creditors, such as India, Egypt, Eire. 

The meat contract between Argentina and Britain is being looked at closely by 
the U.S. State Department. The piling up of these long-term contracts for com- 
modities has the Department worried. They seem bilateral and exclusive, far 
afield from "free trade" proposals of the U.S. Objections were raised on similar 
grounds to the Canadian wheat agreement and the Swedish-Russian negotiations. Odds 
are against specific objection to the Argentine deal at this time. 

Railroad settlement with Argentina is thought generally to provide a good "out" 
for British investors. British roads in Argentina have been in a decline for some 
time. This settlement provides assured profits for the British. 

You get more on the British-Argentine agreement on page 16. 
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CHARTER FOR WORLD TRADE 


Official summary of U.S. plan to insure free commerce 


(Text of official summary of the draft of “Suggested 
Charter for an International Trade Organization of the 
United Nations,” issued by the U.S. State Department 
on Sept. 19, 1946.) 


HE DRAFT CHARTER for an International Trade Organiza- 

tion is based upon the United States proposals for expan- 
‘sion of World Trade and Employment issued last December. 
-It has been under preparation for several months by a 
technical staff drawn from a number of agencies of the United 
'States Government and was drafted in the light of various 
comments on the proposals originating in the United States 
'and other countries. It is issued, however, solely on the re- 
sponsibility of the United States. 

Public hearings on the suggested charter will be held 
by an appropriate interdepartmental committee beginning 
on a date to be announced later. At these hearings all inter- 
' ested persons and organizations will be afforded an oppor- 
_ tunity to present their written and oral views regarding any 
» aspect of the draft. 
' In a foreword to the draft charter, the Undersecretary of 
' State for Economic Affairs, William L. Clayton, describes 
' as follows the background of the document and its relation 
' to the projected series of international meetings on trade 
and employment: 

“In December 1945 the Government of the United States 

_ published and transmitted to other governments for their 
consideration a document entitled Proposals for Expansion 
' of World Trade and Employment. 
“These proposals put forward the idea that there should 
'be established an International Trade Organization of the 
United Nations, the members of which would agree to 


conduct their commercial relations in accordance with rules 
to be set forth in the charter of the organization. The pro- 
posals contained suggestions for rules to govern trade barriers, 
restrictive business practices, intergovernmental commodity 
arrangements, and the international aspects of domestic 
employment policies and outlined a suggested structure for 
the international trade organization itself. The governments 
of several other countries have expressed their general agree- 
ment with these suggestions. 

“In February 1946, the Economic and Social Council of 
the United Nations, at its first meeting, adopted a resolution 
calling for an international conference on trade and employ- 
ment to consider the creation of an International Trade 
Organization. It also established a preparatory committee of 
19 countries to arrange for the conference and to prepare 
a draft charter for such an organization. The preparatory 
committee is to meet in London in the fall of 1946. 

“In preparation for the conference, the Government of the 
United States has prepared an elaboration of its proposals 
in the form of a Suggested Charter for the International 
Trade Organization. Copies of the suggested charter have 
been transmitted to the Secretary-General of the United 
Nations and to the other governments named by the Economic 
and Social Council to serve on the preparatory committee. 

“The suggested charter is the work of many persons of com- 
petence and experience in the departments and agencies of the 
United States Government. It is put forward, however, as a 
basis for discussion and not as a document expressing the fixed 
or final views of this Government. The draft should clarify 
possible obscurities and remove any misunderstandings to 
which the condensed language of the proposals may have 
given rise.” 


SUGGESTED CHARTER FOR AN INTERNATIONAL 
TRADE ORGANIZATION OF THE UNITED NATIONS 


Summary of Provisions 
I—NEED FOR AN ITO CHARTER 


_ The United Nations have taken many important steps to- 
ward the creation of prosperous economic and social conditions 
' throughout the world. 

The Bretton Woods Agreements are designed to promote 
'world monetary stability and to assist in economic reconstruc- 
ition and development. Other specialized agencies of the United 
Nations deal with food and agriculture, with emergency relief, 

with civil aviation, with labor, with health, and with educa- 
tional and social advancement. The United Nations at San 
Francisco set up an Economic and Social Council to co- 
ordinate all these institutions and generally to promote condi- 
tions of economic and social progress and development which 
are necessary to world peace. 

There still remains the need for direct action to maintain 
-and protect employment against threats of depression, and to 

attack the trade barriers and discriminations which stand in the 
way of an expansion of the production, exchange and con- 
' sumption of goods. Such action is essential to safeguard and 
strengthen the whole structure of economic and social co- 
operation thus far built up. 


It is the purpose of the suggested charter for an International 
Trade Organization of the United Nations to assure that this 
action will be taken. 


II—THE CHARTER AS A WHOLE 


The ITO Charter seeks to accomplish four main things: 
(1) To promote the maintenance of employment in member 
countries; (2) to bring about the general relaxation and regula- 
tion of barriers to world trade, whether such barriers are im- 
posed by governments or private organizations; (3) to provide 
an orderly procedure under agreed rules for the negotiation of 
intergovernmental commodity arrangements; and (4) to create 
permanent international machinery for consultation and col- 
laboration in trade and related matters. 

The provisions of the charter are set forth in seven chapters 
and 79 articles, as follows: 

Chapter I—Establishes the broad purposes of the Interna- 
tional Trade Organization (Article 1) 

Chapter Il—Regulates membership in the Organization 
(Article 2) 

Chapter I1I—Provides for the maintenance of employment 
( Articles 3 through 7) 

Chapter IV—Provides for the reduction of governmental 
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barriers of ali kinds and for the elimination of trade discrim- 
inations (Articles 8 through 33) 

Chapter V—Provides for concerted action to eliminate re- 
strictive trade practices by cartels and combines (Articles 34 
through 40) 

Chapter VI—Regulates the making of intergovernmental 
agreements to deal with surplus commodities (Articles 41 
‘through 49) 

Chapter VII—Creates the machinery for an International 
Trade Organization to facilitate the operation of the charter 
and to promote continuing international co-operation in trade 
and related matters (Articles 50 through 79) 


ITI—-SUMMARY OF DETAILED PROVISIONS 


Chapter I—Purposes 


Chapter I sets forth the broad purposes of the ITO. These 
are: To promote the co-operative solution of trade problems; 
to expand opportunities for trade and economic development; 
to aid the industrialization of underdeveloped countries; 
and in general to promote the expansion of the production, 
exchange and consumption of goods, the reduction of tariffs 
and other trade barriers and the elimination of trade dis- 
criminations. 


Chapter II—Membership 


Chapter II looks toward broad membership in the Or- 
ganization. It provides for two general categories of members: 
original members’ and other members. Original members 
would be all those countries which are represented at the 
proposed International Conference on Trade and Employ- 
ment (this Conference has been called for by the Economic 
and Social Council of the United Nations in a resolution 
adopted in February 1946. The question as to what countries, 
if any, not members of the United Nations, should be invited 
to the Conference, has been referred to a preparatory com- 
mittee of 19 nations created by the Council for the purpose 
of preparing for the Conference,) and which accept the ITO 
charter by a certain date. Other countries would be brought 
in with the approval of the Organization after it had become 
established. 


Chapter IIJ—Employment 


Chapter III recognizes that high levels of employment 
are essential to achieve the purposes of the ITO and, re- 
ciprocally, that measures to promote high levels of employment 
should be consistént with these purposes. Accordingly, each 
member of the ITO would agree to take action designed 
to achieve and maintain employment within its own juris- 
diction through measures appropriate to its political and 
economic institutions, to avoid domestic employment measures 
which create unemployment in other countries, to make 
arrangements for the collection, analysis and exchange of 
information on employment problems and consult regularly 
on these problems, and to hold special conferences if de- 
pression should threaten. | 

The Economic and Social Council would have the re- 
sponsibility for furthering the employment objectives of the 
charter. These matters are placed under the Economic and 
Social Council rather than under the ITO because the Council 
has been given the broad function of promoting full employ- 
ment by the Charter of the United Nations, and also because 
the Council, by virtue of its authority to co-ordinate the 
many specialized international agencies whose activities con- 
tribute to the maintenance of employment, is better fitted for 
this work than the ITO. 


Chapter [V—General Commercial Policy 

Chapter IV, the longest in the charter, provides for the 
reduction or elimination of governmental barriers to inter- 
national trade. Broadly, these barriers take the form of 


excessive customs regulations of all kinds; tariffs; embargoes ° 
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and quotas; exchange restrictions on trade; governmental 
subsidization of production or exports; restrictive practices 


by state-trading enterprises; and the discriminatory applica- 


tion of trade barriers and controls generally. _ 

Chapter IV contains provisions relating to all these types 
of trade barriers and to connected matters. The chapter is 
divided into ten sections, as follows: 

Section A (general commercial provisions): Establishes 
equality of treatment in trade generally. Eliminates or regi- 
lates various administrative devices which hamper imports 
or discriminate in trade. Requires full publication of trade 
regulations and advance notice of restrictive regulations. 

Section B (tariffs and preferences): Requires reciprocal 
negotiations for the substantial reduction of tariffs and for 
the elimination of import tariff preferences. 

Section C (quantitative restrictions): Eliminates quotas and 
embargoes on trade in general, but permits them for agreed 
purposes under defined circumstances. 

Section D (exchange restrictions): Eliminates exchange 
restrictions on trade in general, but permits them for agreed 
purposes under defined circumstances. 

Section E (subsidies): Requires that subsidies affecting 
trade be reported to the ITO; that those seriously injuring 
trade be subjected to negotiated limitations; and that export 
subsidies in general be eliminated except under defined 
circumstances. 

Section F (state trading): Requires that state trading enter- 
prises be operated in a nondiscriminatory manner; that state 
monopolies of individual products negotiate for the reduction 
of protection afforded to domestic producers; and that com- 
plete state monopolies of all foreign trade agree to maintain 
total imports of all products at a level to be negotiated peri- 
odically. 

Section G (emergency provisions—consultation—nullifica- 
tion or impairment): Permits withdrawal or modification of 
tariff or other concessions in case of serious injury to domestic 
producers; provides for consultation with ITO on all phases 
of Chapter IV, permits members to withdraw concessions 
from countries which do not live up to obligations of 
Chapter IV. 

Section H (relations with non-members): Prohibits agree- 
ments with nonmembers promising them benefits of charter; 
prevents members, after an initial period, from extending 
tariff concessions to nonmembers without ITO approval. 

Section I (exceptions): Excepts from Chapter IV measures 
usually excepted from commercial agreements (e.g., sanitary 
regulations, traffic in arms, and the like). 

Section J (territorial application): Applies Chapter IV to 
customs territories of members; permits special advantages 
to promote frontier traffic or arising out of customs unions. 


Chapter V—Restrictive Business Practices 


Under Chapter V members of the ITO would agree to 
take appropriate individual and collective measures to elimi- 
nate business practices among commercial enterprises which 
restrict international trade and thus frustrate the purposes 
of the ITO. The chapter defines certain practices which 
would be presumed to be restrictive of trade unless shown 
otherwise. Among these practices would be combinations, 
agreements or other arrangements which fix prices, allocate 
markets or customers, boycott or discriminate against enter- 
prises outside the arrangement, limit production and suppress 
technology. 

A complaint procedure would be set up for taking action 
against particular restrictive business practices in order to 
carry out the policy described above. Under this procedure 
the ITO would receive complaints from a member, or from 
persons or business organizations within a member's terri- 
tory, that a particular business arrangement is restricting in- 
ternational trade. If the ITO found that the complaint was 
justified, it could recommend that members take appropriate 
remedial action, 




















Members would agree .o co-operate with the ITO in elimi- 
nating restrictive business practices. Among other things, they 
would agree to obtain and furnish to the ITO information 
needed by it in connection with particular restrictive prac- 
tices; to consult with the ITO regarding complaints which 
had been filed; and to take action in accordance with ITO 
recommendations regarding particular practices found to be 
restrictive, 


Chapter VI—Intergovernmental 
Commodity Arrangements 


Chapter VI recognizes that in the case of certain commodi- 
ties, usually primary agricultural products, special difficulties, 
such as a world surplus, may arise which would warrant the 
adoption of intergovernmental commodity agreements regulat- 
ing production, trade or prices. Sich agreements would have 
to be consistent with certain general objectives and would 
need to satisfy certain conditions. 

Regulatory commodity agreements would be justified if 
necessary: (1) To enable countries to solve difficulties caused 
by surpluses without taking unilateral action which would shift 
the burden of the problem to other countries; (2) to avoid the 
serious distress to producers or labor caused by surpluses 
when production adjustments cannot be made quickly enough 
because of the lack of alternative employment opportunities; 
and (38) to provide a working arrangement for a transitional 
period during which measures may be taken to increase con- 
sumption of the surplus product or to facilitate the movement 
of resources and man power out of the production of the sur- 
plus product into more remunerative lines. 

It would be required that the members concerned must 
formulate and adopt a program of economic adjustment 
designed to make progress toward solving the basic problem 
which gave rise to the proposal for a commodity agreement; 
that such agreements be open initially to all ITO members 
on equal terms and that they assure nondiscriminatory 
treatment to all members (including those not participating 
in the agreement); that they provide for adequate representa- 
tion by members primarily interested in the commodity as 
consumers, and give consuming countries an equal vote 
with producing countries in deciding matters such as the 
regulation of prices, trade, production, stocks and the like; 
that, where practicable, they provide for measures to expand 
consumption of the commodity in question; that they assure 
supplies of the product adequate to meet world consumption 
at reasonable prices; and that they make appropriate pro- 
vision to satisfy world consumption from the most effective 
sources of supply. 

Provision is made that full publicity must attend all 
important stages in the making of intergovernmental com- 
modity agreements. 


Chapter VII—Organization 

Chapter VII of the charter sets forth the functions and 
structure of the ITO and relates them to the substantive 
undertakings of members provided for in the earlier chapters. 

Functions. The functions of the ITO largely relate to its 
responsibilities in connection with Chapter IV (Commercial 
Policy), Chapter V (Restrictive Business Practices) and 
Chapter VI (Commodity Agreements). In addition to functions 
of this kind, the ITO would be authorized to provide as- 
sistance and advice to members and other international 
organizations in connection with specific projects of indus- 
trialization or other economic development; to promote 
international agreements such as those designed to facilitate 
the international movement of capital, technology, art and 
skills and those relating to commercial travelers, commercial 
arbitration and the avoidance of double taxation; and to 
co-operate with the United Nations and other organizations 
on economic and social matters and on measures to maintain 
peace and security. 





ee 


—Harris & Ewing 


UNDERSECRETARY OF STATE CLAYTON 
Champions International Trade Organization 


Structure. The principal organs of the ITO would be a 
Conference; an Executive Board; a Commission on Com- 
mercial Policy, a Commission on Business Practices, and a 
Commodity Commission; and a Secretariat. 

The Conference. The governing body of the ITO would 
be the Conference on which each country belonging to the 
ITO would be represented. The decisions of the Conference 
on most matters would be taken by a simple majority vote of 
the members present and voting, each country casting one vote. 
The Conference would have final authority to determine the 
policies of the ITO. It would be authorized to make recom- 
mendations regarding any matter relating to the purposes of 
the ITO and to elect the members of the Executive Board. 

Interim Tariff Committee. An Interim Tariff Committee 
within the ITO would be charged with the function of au- 
thorizing members to withhold, if necessary, tariff reductions 
from other members which failed to meet their obligations to 
negotiate for the substantial reduction of tariffs and the 
elimination of preferences. The Committee would consist of 
those members of the ITO which had already fulfilled these 
requirements among themselves. Initially, the Interim Tariff 
Committee would consist of those members which had made 
effective the agreement for concerted reduction of tariffs and 
trade barriers which it is hoped will be concluded by the 
countries already invited by the United States to negotiate 
for this purpose. 

It is contemplated that the agreement would incorporate 
schedules of tariff concessions and certain of the provisions of 
Chapter IV of the charter (e. g. those relating to most-favored- 
nation treatment, to national treatment on internal taxes and 
regulations, to quantitative restrictions, etc.). Other members 
of the ITO would be entitled to join the Committee upon the 
completion by them of adequate negotiations regarding tar- 
iffs and preferences. All decisions of the Committee would be 
taken by majority vote, each member casting one vote. 

Executive Board. The Executive Board would consist of 
fifteen members of the ITO elected by the Conference 
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every three years. Decisions of the Board would be taken 
by a majority of the members present and voting, each 
country casting one vote. The Board would be _ respon- 
sible for executing the policies of the ITO and for exercis- 
ing powers delegated to it by the Conference. It would 
be authorized to make recommendations to members of the 
ITO, to the Conference, and to other international organi- 
zations. 

The Board would be required to provide adequate ma- 
chinery to review the work of the ITO as it relates to indus- 
trialization and other economic development. 

The Commissions. The Commission on Commercial Policy, 
the Commission on Business Practices and the Commodity 
Commission would be established by the Conference and 
would be responsible to the Executive Board. The Conference 
would be authorized to establish any other commissions 
which might in time be required. 

The Commissioners would be expert persons appointed 
by the Board in their personal capacities. The Chairmen of 
the Commissions could participate, without vote, in the 
meetings of the Board and of the Conference. Other inter- 
national organizations having a special interest in the ac- 
tivities of one of the Commissions might be invited to 
participate in its work. 

The functions of the three Commissions are concerned 
largely with the making of recommendations to the Executive 
Board relating to the discharge of the ITO’s responsibilities 


in the three specialized fields. In addition, the Commissions 
would perform any other functions assigned to them by 
the Conference or the Board, including such functions in 
connection with the settlement of disputes as the Board 
might deem appropriate. 

Secretariat. The Secretariat of the ITO would consist of 
a Director-General, three or more Deputy Directors-General, 
and such staff as might be required. 

The Director-General would be appointed by the Confer- 
ence upon the recommendation of the Board. He could 
participate in the deliberations of the Board and Conference 
and initiate proposals for consideration by any organ of 
the ITO. 

The Deputy Directors-General would be appointed by 
the Director-General. Each Deputy would be an ex-officio 
member, without vote, of one of the Commissions, and would 
have charge of the Secretariat’s work related to the activities 
of that Commission. 

Miscellaneous provisions. These provisions largely parallel 
similar provisions in the constitutions of other international 
organizations. They deal with relations between the ITO 
and other organizations, the international responsibilities 
of the staff of the ITO, legal capacity of the ITO, privileges 
and immunities of the ITO, amendments to the charter, 
interpretation and settlement of legal questions, contributions 
of members, entry into force of the charter and withdrawal 
from the ITO and termination of the charter. 





A UNITED STATES OF EUROPE? 


Winston Churchill’s appeal for a federation to protect peace 


(Text of former Prime Minister Churchill’s address 
delivered at the University of Ziirich in Switzerland on 
Sept. 19, 1946.) 


ADIES AND GENTLEMEN, I am honored today by being re- 

ceived in your ancient university and by the address 
which has been given to me on your behalf and which I 
greatly value. 

I wish to speak to you today about the tragedy of Europe. 
This noble continent, comprising on the whole the fairest 
and the most cultivated regions of the earth, enjoying a tem- 
perate and equable climate, is the home of all the great 
parent races of the Western World. It is the foundation of 
Christian faith and Christian ethics. 

It is the origin of most of the culture, art, philosophy and 
science, both of ancient and modern times. If Europe were 
once united in the sharing of its common inheritance, there 
would be no limit to the happiness, the prosperity and the 
glory which its 300 million or 400 million people would 
enjoy. Yet it is from Europe that has sprung that series of 
frightful and nationalistic morals originated by the Teutonic 
nations in their rise to power, which we have seen in this 
20th century and which have for a long time wrecked the 
peace and marred the prospects of all mankind. 

And what is the plight to which Europe has been reduced? 
Some of the smaller states have indeed made a good re- 
covery, but over wide areas a vast quivering mass of tor- 
mented, hungry, careworn and bewildered human beings 
gaze on the ruins of their cities and scan the dark horizon for 
the approach of some new peril, tyranny or terror. 

Among the victors there is a babel of voices, among the 
vanquished a sullen silence of despair. 

That is all that Europeans—grouped in so many ancient 
states and nations—that is all that the Germanic races have 
got by tearing each other to pieces and spreading havoc far 
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and wide. Indeed, but for the fact that the great republic 
across the Atlantic Ocean has at length realized that the 
ruin or enslavement of Europe has involved their own fate 
as well, and has stretched out hands of succor and guidance— 
but for that, the Dark Ages would have returned in all their 
cruelty and squalor. 

They may still return. There is a remedy which, if it were 
generally and spontaneously adopted by the great majority 
of people in the many lands, would, as if by a miracle, trans- 
form the whole scene and would in a few years make all 
Europe, or the greater part of it, as free and as happy as 
Switzerland is today. 

What is this sovereign remedy? 

It is to recreate the European family, or as much of it as 
we can, and to provide it with a structure under which it 
can dwell in peace, in safety and in freedom. We must build 
a kind of United States of Europe. In this way only will 
hundreds of millions of toilers be able to regain the simple 
joys and hopes which make life worth living. 

The process is simple. All that is needed is the resolve of 
hundreds of millions of men and women to do right instead 
of wrong, and to gain as their reward blessing instead of 
cursing. Much work has been done upon this task by the 
exertions of the Pan European Union, which owes so much 
to Count Coudenhove-Kalergi and which demanded the 
services of the famous French patron and statesman, Aristide 
Briand. 

There is also that immense body of doctrine and procedure 
which was brought into being amid high hopes after the first 
World War. I mean the League of Nations. The League of 
Nations did not fail because of its principles or conceptions. 
It failed because these principles were deserted by those 
states which had brought it into being. It failed because the 
governments of those days feared to face the facts and act 
while time remained. 
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This disaster must not be repeated. There is, therefore, 
much knowledge and material with which to build, and also 
bitter, dear-bought experience to spur the builders. 

I was very glad to read in the newspapers two days ago that 
my friend President Truman had expressed his interest and 
sympathy with this great design. There is no reason why a 
regional organization of Europe should in any way conflict 
with the world organization of the United Nations. 

On the contrary, I believe that the larger synthesis will 
only survive if it is founded upon coherent natural grouping 
in the Western Hemisphere. We British have our own com- 
monwealth of nations. These do not weaken: On the con- 
trary, they strengthen the world organization. They are, in 
fact, its main support. And why should there not be a Euro- 
pean grouping which can give a sense of national patriotism 
and common citizenship to the distracted peoples of this 
turbulent and mighty continent, and why should it not take 
its proper, rightful place with other great groupings and help 
to shape the destinies of man? 

In order that this may be accomplished, there must be an 
act of faith in which millions of families speaking many lan- 
guages must consciously take part. We all know that the 
two world wars through which we have passed arose out of 
a vain passion of a newly united Germany to play a dominat- 
ing part in the world. In this last struggle, crimes and massa- 
cres have been committed which have no parallel since the 
invasion of the Mongols in the 14th century and have no 
equal at any time in human history. 

The guilty must be punished. Germany must be deprived 
of the power to rearm and make another aggressive war. 
But when all this has been done, as it will be done, as it is 
being done, then there must be an end to retribution. 

There must be what Mr. Gladstone called a blessed act of 
oblivion. We must all turn our backs upon the horrors of 
the past. We must look to the future. We cannot afford to 
drag forward across the years that are to come the hatreds 
and revenges which have sprung from the injuries of the past. 

If Europe is to be saved from infinite misery, and indeed 
from final doom, there must be this act of faith in the 
European family and this act of oblivion against all the crimes 
and follies of the past, and the free peoples of Europe must 
rise to the height of these resolves of the soul and of the 
instincts of the spirit of man. 

If they can, the wrongs and injuries which have been in- 
flicted will have been washed away on all sides by the 
miseries which have been endured. 

Is there any need for any further conflicts or agony? Is 
the only lesson of history to be that mankind is unteachable? 
Let there be justice, mercy and freedom. The people have 
only to will it in order to achieve their hearts’ desire. 

I am now going to say something which will astonish you. 
The first step in the recreation of the European family must 
be a partnership between France and Germany. 

In this way only can France recover the moral and cultural 
leadership of Europe. 

There can be no revival of Europe without a spiritually 
great France and a spiritually great Germany. 

The structure of the United States of Europe, if well and 
truly built, will be such as to make the material strength of a 
single state less important. 

Small nations will count as much as large ones and gain 
their honor by their contribution to the common cause. The 
ancient states and principalities of Germany, newly joined 
together into a federal system, might take their individual 
place among the United States of Europe. 

I shall not try to make a detailed program for hundreds of 
millions of people who want to be happy, free and prosperous 
and wish to enjoy the Four Freedoms, of which the great 
President Roosevelt spoke, and live under the principles 
embodied in the Atlantic Charter. 

If this is the wish of Europeans in so many lands, then 
they have only to say so and means can certainly be found 


and machinery erected to carry that wish to full fruition. 
But I must give warning—time may be short. At present, 
there may be a breathing space. The cannons have ceased 
firing. The fighting has stopped, but the dangers have not 
stopped. 

If we are to form a United States of Europe, or whatever 
name it may take, we must begin now. In these present days 
we dwell strangely and precariously under the shield, and I 
will even say protection, of the atomic bomb. The atomic 
bomb is still only in the hands of a state and nation which 
we know will never use it except in the cause of right and 
freedom, but it may very well be that in a few years this 
awful agency of destruction will be widespread and the 
catastrophe following from its use by several warririg nations 
will not only bring to an end all that we call civilization 
but may possibly disintegrate the globe itself. 

I must now sum up the propositions which are before us. 
Our constant aim must be to build and fortify the strength of 
the United Nations organization. Under and within that world 
concept, we must recreate the European family in a regional 
structure called, it may be, the United States of Europe, and 
the first practical step would be to form a Council of Europe. 

If at first all states of Europe are not willing or able to join 
the union, we must nevertheless proceed to assemble and 
combine those who will and can. The salvation of the 
people, of the common people of every race and land, from 
war and servitude must be established on solid foundations 
and must be guarded by the readiness of all men and women 
to die rather than to submit to tyranny. 

In all this urgent work, France and Germany must take 
the lead together. Great Britain, the British Commonwealth 
of Nations, mighty America and, I trust, Soviet Russia—and 
then indeed all would be well—must be the friends and 
sponsors of the new Europe. Let Europe arise. 





FORMER PRIME MINISTER CHURCHILL 
“Among the victors there is a babel of voices...” 
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Britain Considerine 
3-Year Conscription 


Diplomats in Paris are encouraged 
now over the outlook for closing the 
work of the Peace Conference at or 
near the October deadline, despite 
outward appearances of slow prog- 
ress. Members of the American dele- 
gation are predicting that the final 
drafts of the treaties will be finished 
a month after the Conference ends, 
opening the way for initial discussions 
on the German settlement. 
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When the peacemakers get around 
to serious consideration of treaty terms 
for Germany, advisers to the Amer- 
ican delegation will try to get the 
earliest possible discussion of the 
whole subject before a full conference 
of all the countries that were at war 
with the Germans. Under a plan now 
being discussed, the general provi- 
sions and main issues will be deter- 
mined first, then the negotiations will 
be turned over to deputies to work 
out the details. The idea is to let the 
Germans know as sneedily as possible 
what the final settlement will mean 
to them in general terms. 
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Britain may introduce in January a 
program providing for three-year con- 
scription. Volunteers are not showing 
up in sufficient numbers to keep the 
Army and Air Force fully manned, 
even at the reduced level of peace- 
time. Only the Navy has been able to 
recruit the man power it needs. 
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Reports that the U.S. might join 
in a conference on Pacific defense, to 
be held in Australia, are inaccurate. 
What actually is planned is an eco- 
nomic conference to be held at Can- 
berra sometime this winter. Invitations 
will go to all countries, including the 
U.S., that have economic interests in 
the South Pacific. 


Goering Steelworks 
In Production Again 


Caustic criticisms are being heard 
in London about the number of 
Cabinet members spending their va- 
cations outside the country at a time 
when domestic problems are attract- 
ing more and more attention. 
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Some French economists are mak- 
ing estimates showing that about 
60 per cent of all the commercial 
transactions in France still are being 
carried on through the black markets. 
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In private conversations, the Rus- 
sians talk as if they might be willing 
to make some concessions to break 
the deadlock over negotiations for 
international control of atomic energy. 
But they always make it clear that 
such conversations do not alter the 
official position of the Soviet Union. 
No progress is being made toward 
an agreement. The stumbling block 
is Russia’s unwillingness to agree to 
international inspection of atomic 
plants and facilities, and the U.S. 
insistence on such a provision, 
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Despite recent cuts in her occupa- 
tion forces, Russia still has more 
troops in Austria than all the other 
Allies combined. The Soviet Union 
maintains an army of 70,000 in the 
country. France has 30,000 and the 
U.S. and Britain about 15,000 each. 


o 0 Oo 


Germany's most modern steelworks, 
the Hermann Goring plant near Bruns- 
wick in the British zone, is back in 
operation. It was bombed only once 
during the war and little damage 
resulted. Originally the plant was 


Smugglers’ Markets 
Flourish in Far East 


marked for transfer to England as 
reparations, but the fact it is produc- — 
ing again indicates it will stay in — 
Germany. The Hermann Goring Works — 
was designed for a capacity of more 
than 4 million tons annually, but pro- 
duction at the start of the war was 
around 2 million tons a year. 
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Russia will not press for settlement 
of the Dardanelles question while the 
Peace Conference is going on in Paris. 
Present indications are that the Rus- 
sians will try to get a military base 
in the Straits through direct negotia- 
tions with Turkey, accompanied by a 
display of military strength at Tur- 
key’s back door in the Caucasus. 
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Smugglers’ markets are flourishing 
in Singapore and Hong Kong. Chinese 
and British authorities are trying to 
stop the wholesale smuggling into 
Hong Kong of such things as piece 
goods, tin, tungsten and antimony. 
The Dutch are disturbed over an ‘illicit 
movement of tin, rubber and pepper 
from Sumatra to Singapore, where 
such goods bring premium prices. 
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Jewish refugees from Poland and 
other countries in Eastern Europe are 
arriving in the U.S. occupation dis- 
trict of Vienna at the rate of more 
than 1,000 each night. Occupation 
authorities are trying to make arrange- 
ments with France and Italy to shelter 
some of the refugees, because Vienna 
cannot accommodate the influx. 
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The British need for copper is so 
great that they are having 165,000 
tons of brass shells and cartridges 
smelted down in the U.S. in order 
to repossess 115,000 tons of copper 
during the next 15 months. 
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NOW 
100.000 


The net paid circulation of WORLD REPORT has 
crossed the 100,000 mark. This milestone has been passed 
more than two months in advance of the November 19th 
issue, when the guarantee of 100,000 net paid circulation 


becomes effective. 


It means that circulation is growing more rapidly than 


anticipated. 


It means that the 100,000 mark has been attained in less 


than four months from the date of the first issue. 


It means that there is a spontaneous interest in the 


WORLD REPORT theme—WORLD AFFAIRS. 


It means that where there is reader interest, adver- 


tising interest inevitably follows. 


WORLD REPORT 


Daniel W. Ashley, Vice President in Charge of Advertising 
30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 





WORLD REPORT-The No. 1 advertising medium to reach wortd-minded people 
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Promenade-deck dining salons with roll-back domes and casement windows ... all staterooms outside, each with private bath 
... outdoor tiled swimming pools ... exclusive features of the Santa Rosa and Santa Paula. 


American luxury goes to sea.. 


Today, American and complete conveniences while providing shippers 


luxury returns to with express-speed service at all times. 


— ey — the seas in the com- 
| ae pletely modernized . G oy y. Of 3 
Santa Rosa and Santa Paula, twin flagships of Grace 
Line’s post-war fleet. With this fleet of twenty | LINE 
fine “‘Santas’”’, which includes nine new passenger 
vessels and nine fast new freighters, Grace Line 


offers passengers frequent sailings, every comfort 








See your Travel Agent or GRACE LINE, 10 Hanover Square or Rockefeller Center, New York; Pittsburgh; Washington, D. C.; 


New Orleans; Houston; Chicago; Detroit; San Francisco; Los Angeles; Portland, Ore.; Seattle; Vancouver, B. C. 








